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PREFACE 


This print, which has been published by the Committee on Foreign 
Relations, contains the record of hearings conducted by Senator Gale 
McGee, and me in Vietnam. We were “assisted by a member of the 
committee staff. 

This hearing, of which portions have been deleted for reasons of 
security, was nominally the responsibility of the Subcommittee on 
State Department Organization and Public Affairs. Although not 
a member of this sube ommittee, I was asked by its chairman to assist 
the subcommittee in this matter. Senator McGee was designated by 
the chairman of the Appropriations Committee, of which he is a 
member, to participate in the undertaking. The Mansfield subcom- 
mittee will make a formal report on the entire investigation of Ameri- 
can aid in Vietnam. 

ALBERT Gore, 
US. Senator. 
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SITUATION IN VIETNAM 


MONDAY, DECEMBER 7, 1959 


U.S. SENATE, 
SUBCOMMITTEE ON STATE DEPARTMENT 
ORGANIZATION AND Pusiic AFFAIRS OF THE 
CoMMITTEE OF ForEIGN RELATIONS, 
Saigon, Vietnam. 
The subcommittee met, pursuant to call, at 11 a.m., in the confer- 
ence room of the operations mission, Saigon, Vietnam, Senator Albert 
Gore presiding. 
Present : Senators Gore and McGee. 
Also present: The Honorable Elbridge Durbrow, U.S. Ambassador 
to Vietnam. 


INVESTIGATION OF OVERALL AID PROGRAM IN VIETNAM 


Senator Gore. The meeting will come to order. This meeting is 
called for the purpose of a record examination of the U.S. aid pro- 
gram to Vietnam. This hearing commences after Senator McGee and 
I and staff have spent several days in examination of projects, pro- 
grams, undertakings, and records. 

Before going further, I wish to express my appreciation for the 
hospitality and cooperation of Ambassador Durbrow, USOM< staff, 
MAAG staff and other American officials and personnel. In that, I 
am confident that Senator McGee joins fully. I wish also to express 
appreciation for the hospitality and cooperation and frankness of the 
Vietnamese officials. We come here immediately after a 3-hour con- 
ference with President Diem which I believe you will agree, Mr. Am- 
bassador, was a frank as well as a full exchange. 

Mr. Dursrow. It certainly was. Yes, sir. 

Senator Gore. Again, before going further I wish to thank you, 
Mr. Ambassador. You, too, have been frank and cooperative, as well 
as hospitable. 

Mr. Dursrow. Thank you, sir. 

Senator Gore. Before we begin, the committee will be pleased to 
accord you an opportunity to make whatever preliminary statement 
you wish to make. 

Mr. Dursrow. Thank you, Mr. Senator—Mr. Gore and Mr. McGee. 
We have been on this particular problem, you know, basically since 
last July. I might say for myself that Mr. Colgrove, in a certain 
sense, did me a lot of good because I have learned more about the 1954, 
1955, and 1956 programs than I otherwise would have. 

Senator Gore. Our purpose is not to investigate specific charges 
which may or may not have been made. Our objective is examina- 
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tion of the whole program and evaluation of the program insofar as 
our capacity is concerned. 

Senator McGee has just suggested that it might be appropriate to 
note that this is an executive hearing. We have considered the matter 
and concluded that it would not be proper to have a public hearing at 
this time in Vietnam. The proceedings of this hearing will, of course, 
be published as a committee document upon our return to Wash- 
ington. 

Mr. Dusrow. We realize that you want to look at the whole pro- 
gram and we have gotten up all the information we can. We will con- 
tinue to be frank as possible and do everything we possibly can to 
give you the whole picture—the good and the bad and the other things 
we have done. 

All the members of the USOM, Embassy, MAAG are here to testify 
before your committee and will give you the best of their knowledge 
in the fullest and frankest way and I hope that we are able to satisfy 
you on what we have done here in regard to our whole aid program in 
Vietnam. 

I understand that you would like to start in on commercial import 
program practices. 


EXCHANGE RATE AND IMPORTATION OF GOODS 


Senator Gore. Thank you, Mr. Ambassador. I would like to start 
with an examination of the exchange rate, the import program, the 
counterpart operations and how they are interrelated. 

I might say in beginning that the exchange rate of 35 to 1 appears 
to be an extremely arbitrary one. That is 35 piasters to $1. I do not 
know what the Hong Kong rate is today, which would reflect the 
world rate of exchange. Suffice it to say that a member of our group 
has had an opportunity to exchange his dollar at the rate of 87 piasters 
to $1 since being in Saigon. Exactly what the realistic exchange rate 
is I would not know, but I would like the record to show at this point 
the official international rate that Hong Kong gives today. 

Mr. Newhouse, a staff consultant of the Senate Foreign Relations 
Committee, who will help us conduct this examination will supply 
this for the record. 

(The information to be supplied is as follows :) 

On December 7, 1959, the Hong Kong rate on the Vietnamese piaster was 
U.8.$1.00=VN$82.22. 

Senator Gore. It seems to me that this arbitrary exchange rate 
operates as a subsidy from the U.S. Government; that the importation 
of goods at less than one-half of the piaster value in this country 
creates severe problems, offers opportunities for profiteering; for 
internal taxation, and for other operations which may not be entirely 
praiseworthy. 

I realize that the Vietnamese Government receives a considerable 
portion of its revenue from import taxation. But this in itself would 
appear to be self-defeating. Basically, this is at fault because one of 
Vietnam’s fundamental problems is to gain enough strength to have 
a balance between its imports and exports and a dependence for in- 
ternal revenues upon import duties or subsidy would appear to op- 
erate in the long run disadvantageously to the development of a 
balanced economy. 
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ORIGIN OF OFFICIAL EXCHANGE RATE 


I would like to begin with an examination of this problem. If 
someone would be prepared to testify as to the source of this agree- 
ment and its effect, we would like to start there. 

Mr. Dursrow. I would suggest, Mr. Senator, that this subject be 
discussed by Mr. Roland Smith who is head of the Finance Division 
of USOM. 

Mr. Smirnu. The exchange rate of 35 to 1 has been in effect since 
May 1953. ‘This rate applies to all essential imports. Sixty-five per- 
cent of all export proceeds are converted at that rate. Outward re- 
mittances, mostly for Government purposes and programs, official 
travel, transportation, and certain inward remittances which must be 
sold at the official rate. I might say a few words about black market 
rates. 

Senator Gore. Well, first, by what agreement was this rate ar- 
rived at ? 

Mr. Smiru. There is no agreement between the United States and 
Vietnam with respect to the rate of exchange. There is a bilateral 
aid agreement in which they agreed to deposit counterpart at the 
official rate of exchange. I believe in international practice, establish- 
ing a rate of exchange is the right of a sovereign country. 

Senator Gore. There is no agreement between the United States 
and Vietnam to sustain this rate ? 

Mr. Smiru. No, sir, not to my knowledge. 

Mr. Dursrow. The rate was set when the French were here and they 
set the same rate for Cambodia and Laos, 35 to 1 for their respective 
currencies. This is the rate we found when we started on January 1, 
1955, about 6 months after he, Diem, had taken over control of the 
country. 

Senator Gorr. Has the U.S. Government undertaken to persuade 
the Vietnamese Government of the unrealistic nature of this rate of 
exchange ? 

Mr. Smiru. Yes, sir. 

Senator Gore. With what effect ? 

Mr. Smiru. With the effect that in March 1957, it enacted a pro- 
duction tax, which brought the effective cost of imports up to about 53 
to 1, including exchange rate, customs duties, and production tax. 

Senator Gore. That would still leave an enormous gap between 53 
and 87. 

Mr. Smiru. Here I might point out that Vietnam’s exports can ge 
out profitably at a rate of about 48 to 1. My experience has been, and 
I think most monetary and financial authorities will bear me out, that 
the closest thing to the real value of a country’s currency is the rate at 
which its exports can go out. Vitenam can export rubber, rice, and 
some other commodities at a rate of 48 to 1. The black market rate is 
mostly for people who want to get money out of the country for one 
purpose or another, either to turn into hard currencies, or to buy some- 
thing abroad. The black market rate is something like the price of 
whisky in a dry State. 

Senator Gore. Are you, by chance, from Tennessee? [Laughter] 

Mr. Smitu. No, sir. 
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ACTUAL PRACTICE UNDER EXCHANGE RATE 


Senator Gore. I think its consequences are considerably more far 
reaching than that. You were about to discuss the black-market opera- 
tions. I would prefer to have you discuss the profiteering by an im- 
porter. First, the Vietnamese Government itself is an importer, which, 
as you know, in other countries has given rise to questionable practices 
and then, secondly, its operation with respect to a private importer 
who imports goods from some other countries at a rate of 35 to 1 and 
markets them in a market that goes as high as perhaps 90 to 1. 

Mr. Smiru. We found in 1957 after the introduction of the pro- 
duction tax that there was actually such a decline in the sale of im- 
ports that they were piling up in warehouses; bankers and other 
people were coming to us and saying that, “you have raised the costs 
of imports so high they cannot be sold.” 

The market has since adjusted itself and the demand from the 
market for imports today, I believe, is near to the supply of exchange 
on the market, which indicates that there is not a great deal of profiteer- 
ing, unless you would call the levying of taxes profiteering by the 
Government. The Government does collect a tax of about 10 piasters 
per each U.S. dollar of aid. 


COLLECTION AND DEPOSIT OF PRODUCTION TAX ON U.S. IMPORTS 


Senator Gore. Does our Government not have an agreement that 
this tax upon U.S. imports will create counterpart funds over which 
the United States has some direction and control ? 

Mr. Smirn. The production tax was a substitute for the sales tax 
and the general turnover tax which had a very bad collection record 
in Vietnam. Shortly before this production tax was enacted, USOM 
technicians assisted the Government in Vietnam in developing the 
production tax, which was a substitute for the old sales tax and the 
turnover tax. The principal difference was that production taxes 
were to be collected at sources at the point of production in the case of 
locally produced commodities, and at the customshouse in the case 
of imports. ICA regulations do not provide for the deposit of a sales 
tax and this tax has been deemed as a substitute for a sales tax. 

I might add that there has been some question from the legal stand- 
point and USOM has made attempts to induce the Government of 
Vietnam to deposit the proceeds in counterpart. 

Mr. Newnouss. The production tax ¢ 

Mr. Soiru. Yes, but they flatly refused. At one time we told them 
they could use it for their civilian budget, but they refused. Another 
time we asked if they would deposit for accounting purposes and 
again they refused. 

Senator Gore. Are you telling us that you have received no coop- 
eration from the Vietnamese Government in identifying the import 
tax that is levied as a result of this unrealistic exchange rate 

Mr. Smrru. We have been unable to induce them to deposit the 

roduction tax. From a financial and economic standpoint, I can see 
little benefit of forcing the Vietnamese Government to deposit a tax 
which we would probably return to them for budget support and to 
be used for the very same purpose that they are now using them. It 
seems to me that we should operate our program to have a minimum 
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of controls rather than a maximum of control over the largest possi- 
ble amount of their resources. 

Mr. Dursrow. May I interrupt, Mr. Senator? I think Mr. Smith 
mentioned this in the beginning, but I should like to underline that 
this production tax is not just an import tax. It is a tax on other 
things produced inside the country. It is not derived only from 
American aid or other imports. 

Mr. Newnovse. Is the production tax on imports any higher than 
it is on domestic products ? 


CUSTOMS DUTIES AS SOURCE OF COUNTERPART FUNDS 


Mr. Siru. 15, 25, 35 percent on imports, depending upon the 
degrees of nec essity with basic raw materials coming in at the 15- 
percent rate. 

Senator Gore. What is the customs rate? 

Mr. Situ. The customs duties vary from 5 to 80 percent. These 
are deposited in counterpart account. 

Senator Gore. How many piasters have been deposited in the coun- 
terpart account from that source? 

Mr. Dursrow. You would like the total since 1955? 

Mr. Smiru. Through November 30, 4,302 billion piasters. 

Senator Gore. Will you supply a copy of this document for the 
record to be included at this point? 

Mr. Smirn. Yes, sir. 

(The information supplied is as follows :) 
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U.S. ATTEMPTS TO AUDIT COUNTERPART ACCOUNT 


Senator Gorr. Has USOM audited this account? 

Mr. Smiru. I don’t believe so, sir. 

Senator Gore. Why haven’t you? 

Mr. Smiru. Mr. Battleman ? 

Senator Gore. I think maybe this question the Ambassador should 
answer. 

Mr. Dursrow. I frankly don’t know, sir. I think that question has 
come up recently. I know Mr. Battleman talked to Mr. Hickenlooper 
about it. 

Senator Gore. It seems to me quite an important question. If you 
are the only one, Mr. Battleman 

Mr. Barrteman. We have made available to Mr. Newhouse a chron- 
ological list of our attempts to audit the customs duties. 

Senator Gore. I have that chronological account. It all adds up 
to the fact that you have made requests for an audit and that these 
requests have been refused. 

Mr, Barriteman. That is right. 

Mr. Dursrow. We have written the Minister of Finance and the 
last word I have indicates that they were going to let us go ahead. 

Senator Gore. That will be included at this point in the record, 
a chronology of the attempts or requests USOM has made to ob- 
tain permission to make an audit of this account, which account 
belongs to the U.S. Government. 

(The chronology referred to is as follows:) 





SumMMARY OF USOM Errorts To OstaIn CustoMs INFORMATION FROM THE 
MINISTRY OF FINANCE (GVN) 


The summary below has been prepared in chronological order citing motions 
which started in April 1958. 


Date Description 
Apr. 9, 1959..... USOM controller requested permission by letter for Messrs. 
Milot and Hong to visit the accounting offices of the Cus- 
toms Directorate. 


May 4, 1959__-_--.- Since no reply was received to the above request, a second 
letter was sent to the Ministry of Finance. 
May 20, 1959__-_-- Letter addressed to the U.S. Ambassador from the Minister 


citing the proposed presence of Mr. Milot at the Customs 
Directorate as offering propaganda opportunities to the 
Vietminh, and stating that Mr. Le Duy Hong (one of our 
local Vietnamese accountants), being employed by a 
foreign government, is not welcome within the accounting 
offices of the Customs Directorate. An alternative pro- 
cedure was offered to the USOM controller whereby any 
questions would be submitted in writing to the General 
Directorate of Customs and official answers were promised 
to each request of USOM. 

June 9, 1959___-- USOM controller sent written request to the director Gen- 
eral of Customs for an appointment in order to discuss 
and clarify problems on customs and imports. 


July 2, 1950_..... The Director General of Customs replied to the above letter 
and set July 6 as the date for the conference. 
July 6, 1959___-__ In a conference with the Director of USOM, Mr. Ha Van 


the Director that the USOM controller would be granted 
access to the Directorate of Customs. 
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July 6, 1959_..... Messrs. Battleman and Borresen met customs officials and 


requested that a conference be arranged between customs 
accounting staff and USOM accountants. The deputy di- 
rector of customs, Mr. Lam Van Hai, would not agree to 
this, stating that he had only been authorized by the 
Minister of Finance to answer specific questions presented 
in writing by USOM. Mr. Battleman stated his opinion 
that a conference would be more desirable, but Mr. Hai 
gave him the same answers, as apparently instructed by 
the Minister of Finance. Finally, USOM presented five 
specific questions concerning customs operations appli- 
cable to American aid financed imports. Mr. Hai stated 
that it would take some time to obtain answers to these 
questions but that the answers would be given. The 
USOM controller again expressed his hopes that a con- 
ference and working sessions could be arranged rather 
than carrying on an endless correspondence. 


July 23, 1959.... The GVN Secretary of State at the Presidency during dis- 


cussion told Mr. Gardiner that he would try to arrange 
with the Minister of Finance for USOM to obtain the in- 
formation that had been requested. 


Sept. 10, 1959..__. The USOM controller met with the Minister of Finance 


(GVN) who repeated his stand that any questions regard- 
ing customs should be submitted in writing. Mr. Battle- 
man stated that questions submitted on July 6 had not 
been answered. Mr. Vuong said he thought they had been 
answered already, but promised an early reply. He re- 
peated his view that he does not want any USOM-employed 
Vietnamese personnel in his accounting offices (despite the 
fact that the books are kept in Vietnamese). It was agreed 
that we would await the answers to the questions pre- 
viously submitted and then set an appointment for for- 
mulating a work plan so that the controller and one 
other American could observe the customs accounting 
procedures. 


Sept. 11, 1959... Letter received from deputy director of customs containing 


answers to questions submitted on July 6. (Answers to 
questions were vague and generally unsatisfactory.) 


Sept. 23, 1959___. USOM controller replied to above letter stating that several 


points remained unclear and requested an appointment 
for further discussion of procedures and controls on 
American aid commodities. 


Oct. 16, 1959... A résumé of an October 13 meeting with Mr. Pho, Chief of 


Cabinet for the Ministry of Finance, was submitted by the 
USOM controller to Minister of Finance Vuong. The ré- 
sumé pointed out the basis for USOM’s requests for a 
meeting with customs accounting officials to obtain infor- 
mation on procedures and controls and expressed surprise 
that Mr. Pho intended to again present our request for 
information to the Minister for approval. Interest was 
stated in the methods of handling sales at auction of ICA- 
financed commodities and in customs warehouse inveto- 
ries. Mr. Pho said that the Minister and the Vice Presi- 
dent would have to approve such inspections as USOM 
wished to make. The résumé requested the action of the 
Minister of Finance on the above point in a spirit of 
mutual cooperation. Nothing has yet been received rela- 
tive to this. 


The Director of USOM in a conference with Dr. Vuong 


stressed the necessity for the GVN’s cooperation in permit- 
ting the USOM controller to gain access to customs ac- 
counting procedures and controls with respect to American 
aid-tinanced commodities. Mr. Gardiner explained the 
spirit of the mutual assistance agreement. The Minister 
replied that if Mr. Battleman had any difficulties with Mr. 
Pho, then he (the Minister) should be informed. 
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Oct. 21, 1959.--. At a meeting between Mr. Gardiner and the Secretary of 
State at the Presidency, Mr. Gardiner again raised the 
question of lack of cooperation on the part of the Ministry 
of Finance with respect to making customs information 
available to the USOM controller division. Mr. Gardiner 
agreed to make certain concessions on and use checks on 
commercial imports if the Ministry of Finance would at 
the same time cooperate with the USOM controller division 
by giving them an opportunity to study the customs ac- 


counting procedures and controls on American aid-financed 
imports. 


Oct. 30, 1959_._-_._ Mr. Gardiner carried this problem to the level of the Vice 
Presidency in a conversation with Vice President Tho. 
He explained that USOM expects criticism because the 
Ministry of Finance has not furnished the information we 
have been requesting over a period of months. Mr. Gar- 
diner subsequently sent Vice President Tho a copy of the 


October 16 letter which the controller had prepared for 
the Minister of Finance. 


aceucie The Director received a diagrammatic chart describing the 
accounting and control mechanism of the customs office and 
a detailed list of goods in bonded warehouses. Both of 
these will be subject to further action by the controller. 
The area still in question concerns the amount involved 
from the sales of ICA financed goods at auction and the 
eventual transfer of this amount to counterpart. 

Senator Gore (continuing). Have you, Mr. Ambassador, made rep- 

resentation to their country on this point ! A 

Mr. Dursrow. I have talked to them and the USOM people have 
tried to get permission to have this audit take place. 

Mr. Barrieman. Correction—this account does not belong to the 
United States. It belongs to Vietnam, over which the U.S. Govern- 
ment has the right of 

Senator Gorr. The counterpart fund in this country and in others 
is a fund in which both the United States and the country govern- 
ment have an interest. It is a fund to which the United States has 

certain title, and it cannot be used, except by mutual agreement of 
both governments. Is that not correct, Mr, Ambassador ? 

Mr. Durrrow. Yes, sir; it is. 

Senator Gorr. Then the fact would appear to me that this is a 
fund to which the U.S. Government has entitlements, a fund subject 
to its disposition by agreement, a fund created as a result of American 
aid that comes to this country. Yet a fund which, according to the 
record thus far, the U.S. Government has not been permitted to audit 
or in any other w ay ascertain the true status of the account. Is that 
correct ? 

Mr. Barriteman. It is only in the customs area that we have not 
been permitted to make an audit. 

Senator Gore. That is the subject area of this immediate inquiry. 

Mr. Batriteman. This is exclusive of 35 to 1. On the 35 to 1, we 
have no problem. It is only customs. 


Nov. 6, 1959 





LIKELIHOOD OF AGREEMENT TO LET UNITED STATES AUDIT ACCOUNT 


Mr. Newnouse. Mr. Vu Van Thai has told the mission that on 
December 1, a new IBM system of controls would be put into effect. 
The question is, Has this system been put into effect? Do we have any 


reasons to believe that V ietnamese auditors employed by USOM will 
be given access to these records ? 
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Mr. Barrieman. I have asked for an appointment to review this 

with Vu Van Thai. This should solve the future problems. It is the 
past we are still concerned with. 
_ Mr. Newnovstr. Is it true, Mr. Battleman, that the question of try- 
ing to begin to make audits of customs receipts arose when you arrived 
here in February ; that yours was the first initiative taken in this area? 
Is that a fair statement, Mr. McCauley, that we had expressed no 
previous interest in auditing customs duty ? 

Mr. McCautey. I really don’t know the answer to your question, 

Senator Gore. What is your title, Mr. McCauley? 

Mr. McCautey. I am now the Acting Director of USOM. My 
position is ordinarily Chief of TCP. : 

Senator Gorg. I think the record should show that Senator McGee 
and I agreed to the attendance of Mr. Gardiner at the USOM Direc- 
tors conference, subject to the understanding that upon our request he 
would return immediately. 

Ambassador Durbrow, this is a matter of sufficient importance, that 
action of our Government in Washington might be necessary to 
bring about the necessary cooperation to assure to the United States 
an accurate accounting of these piasters that will constitute a large 
part of the benefit to this country from America’s aid. Have you 
made representation to the Government ? 

Mr. Durpsrow. I have. USOM has, on many occasions. I talked 
to Mr. Thuan about it and was given to understand that they are 
about ready toagree. [ Deleted. | 

Senator Gore. This would reach the level, it appears to me, of 
the Secretary of State himself as well as the Director of ICA; and 
if we don’t get it, we go tothe President himself. 

Mr. Dursrow. On past occasions we have quite often been able to 
work such matters out locally. It is hoped that we will get them to 
see the fundamental necessity of this particular matter being done. 
If it isn’t done, we will have to go higher and higher. 

Senator Gort. Why hasn’t this been done before ? 

Mr. Durprow. I, personally, wasn’t aware of the problem until a 
few months ago. I assumed we did have a knowledge of the amount 
that came in. As Mr. Battleman has said, we have on the 35 to 1, 
and on the customs we don’t have. I wasn’t aware of it until it was 
brought up earlier this year. 


LACK OF COORDINATION OF COUNTRY TEAMS 


Senator Gorr. That illustrates one of the serious questions which 
Senator Mansfield raised, one of the matters of concern of several 
Members of the U.S. Congress, to wit, the lack of coordination of 
country teams. Such a serious problem, it would appear to me, 
should be brought to the attention of the Ambassador immediately. 
Are you not, in fact, the captain of the team in Vietnam? 

Mr. Dursrow. I am, sir; and this is the sort of thing that should 
have been brought to my attention. It was not brought up until the 
first of this year. 

Senator Gorr. When was it first brought to your attention? 

Mr. Dursrow. I do not remember, but it was the first part of 
this year. 
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Senator Gore. Will you supply for the record your chronology of 
your communications to Washington on this point ? 

Mr. Durprow. Yes, sir. 

(The chronology which was supplied is as follows :) 


CHRONOLOGY OF COMMUNICATIONS WITH WASHINGTON ON CUSTOMS DUTIES AND 
RELATED PROBLEMS 

1. July 27, 1959 —USOM/Controller’s Quarterly Activity Report (TOICA A- 
232) discussed USOM efforts to check correctness of customs deposits reported 
by GVN. 

2. September 17, 1959.—ICA/Washington expressed a desire (ICATO A-400) 
to be advised of the results of USOM efforts to obtain customs information. 

8. October 8, 1959.—USOM/Controller’s Quarterly Activity Report (TOICA 
A-769) indicated that the mission director was continuing to press for action 
on the customs problem. 


NEGOTIATION BETWEEN THE UNITED STATES AND VIETNAMESE OFFICERS 


Senator McGer. Only to make sure that the record is clear, what 
instructions to press this further have you received from Washington ? 

Mr. Dursrow. We have been asked to get this matter settled. 
[ Deleted. | 

Senator McGerr. You have been given the authority to go to higher 
levels here, if necessary ? 

Mr. Durprow. We have that authority automatically, to talk to 
Government officials here, to get them to comply with requests that it 
is the interest of the United States to have information on. [Deleted.] 

Senator McGrr. You mentioned some time ago there was some 
sensitivity on the question of sovereignty, and most of us understand 
that this is largely a matter of national pride, and so forth, and an 
especially sensitive characteristic in most new countries. When you 
say that. do you intimate that there has been a reluctance on the part 
of our Government in Washington to press this matter heretofore? 

Mr. Dursrow. As far as I know, that did not come up until it came 
up earlier this year. On other subjects of that kind, either on our 
initiative or instructions to Washington, we have been going further 
in [ deleted] these things. 

I may have to go to the President himself. [ Deleted. ] 

Senator McGer. And this has not been dealt with directly with the 
President of Vietnam ? 

Mr. Dursrow. Not in my presence. Mr. Gardiner may have 
[deleted] but I do not know if Mr. Gardiner has taken it up with 
the President. 

Senator McGer. Mr. Gardiner, in this kind of situation, would not 
have to go through you? 

Mr. Dursrow. It was set up before I arrived that the President sees 
the USOM Director on certain matters and they inform me by memos 
of what they take up with the President. Sometimes I go myself. 


JOINT EFFORTS OF U.S. AMBASSADOR AND USOM DIRECTOR 


Senator McGer. Who would inform you that such a negotiation 
would 
Mr. Dursrow. Mr. Gardiner has been keeping me informed on the 
question for the last 9 or 10 months. These memos come to my desk 
44579—60—pt. 2-2 
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and are brought up at the country team so that I should be informed 
of all important matters that General Williams and Mr. Gardiner 
have taken up with the President direct. On this particular matter, he, 
Mr. Gardiner, did mention it to the President but I didn’t hear about 
it. I know of two discussions in the country team about Mr. Gardiner’s 
efforts to obtain action on this problem. 

I talked with the Secretary of State for the Presidency, Thuan, and 
we have [deleted] written letters in an effort to get agreement on this 
matter. If it doesn’t work that way, we will go to the President. 

| Deleted. | 

Senator McGer. So far as you know there had been no instruction 
from Washington to what we say “go to the mat” on this question ? 

Mr. Dursrow. We have “gone to the mat,” but not to the President. 

Senator McGee. You are prepared to go to the President ? 

Mr. Dursrow. I certainly am. 

Senator McGrr. When ? 

Mr. Dursrow. Well we tried talking to Mr. Thuan about it. He 
said he was led to believe they were going to work this matter out. 
Then if it doesn’t happen soon, I will go to the President. This 
month, next month, in the near future. “T haven't talked with Mr. 
Thuan on this subject for 2 or 3 weeks. We have been awfully busy 
doing other things and I haven’t gotten around to this lately. 


DIFFERENT EXCHANGE RATES 


Senator McGer. Mr. Chairman, may I go back to one other point! 
So that the record will carry some explanation, I think this should be 
directed to Mr. Smith. What would happen if the agreement concern- 
ing the acquisition of counterpart were amended to stipulate that pias- 
ters be deposited at the going market rate? What would be the effect ? 

Mr. Smirn. There would certainly be a decline in the sale of imports 
which would lead to a lower standard of living. 

Senator McGer. You are aware of the problem Senator Gore in- 
timated already, a problem in the realm of public opinion, not just 
the man in the street—Senators as well who do not understand this 
double monetary standard. I think the record might well include an 
explanation, not in the economist jargon, but in three-letter words of 
why a double monetary standard has to be maintained. 

Mr. Smirn. Are you referring to what we call limited access free 
market rate? That is the 72 rate. That is what might be called 
a second official rate. That rate was instituted in 1956 by the Viet- 
namese Government with the aid and assistance of the International 
Monetary Fund principally for two purposes: (1) To permit the 
remittance of profits mostly of French firms here. The Vietnamese 
did not feel that they wanted to assess an additional tax gp these 
profits and therefore did it through the exchange rate; (2) [De- 
leted| I understand there was some pressure on the part Sf AVash. 
ington that money spent here for our services should go to the Viet- 
namese Government to lower their balance of payments deficit. It 
was worked out whereby the funds that we exchange here at the 72 
rate on the limited access free market rate are used to pay part of the 
remittances of the profits of French concerns. Those were the two 
principal reasons for that special rate. It has been also made avail- 
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able to tourists and practically all outward remittances go out at that 
rate. 

Senator McGer. There are in effect three or four exchange rates? 

Mr. Smiru. Only two official rates. We refer to the export rate as 
a special rate, but actually it is arrived at by the Vietnamese Govern- 
ment, converting 65 percent of export proceeds at the 35 rate and 35 

ercent at the free market rate, resulting in a rate of 47-48. 

Senator McGrr. The rate in Hong Kong today, would it be 72? 

Mr. Smiru. The rate in Hong Kong is now about 82-85. 

Senator Gore. Actually, there are three or four exchange rates. The 
first official, the second official, the international rate and probably a 
slightly different one on the black market. 

Mr. Smiru. In any country that has exchange controls, there is 
black marketing of currencies. 


DISPOSAL OF DIFFERENCE BETWEEN EXCHANGE RATES 


Senator Gore. But for the sake of cleaning up this fluctuation and 
variety of figures that we throw around, it seems to me the record 
should carry an elementary explanation of the operation of these vary- 
ing exchange rates. 

The next question that I would like to ask you is in the light of this 
difference between the 35 to 1 and the free market rate, the question 
arises in some minds, owing to practices in other Asian countries— 
not here, to my knowledge—of whether there is a rakeoff in the dis- 
posal of the difference. Is it your impression here that there has 
been such individual profiteering as a result of the multiple exchange 
rate? 

Mr. Smiru. It is my opinion that there has been no rakeoff on the 
part of private importers. The Government absorbed most of the 
excess profits through taxes, including the production tax. And also 
in the fact they have an effective price control for an Asian country. 

Senator Gore. This large absorption by the Government I suppose 
has been to generate its own capital. 

Mr. Sorru. In order to generate Government revenue and to tax 
away from what otherwise might be excessive profits. 


ECONOMIC EFFECTS OF NORTH-SOUTH DIVISION OF VIETNAM 


Senator Gore. Had the civil war not divided the country as it did, 
economically, would this circumstance have been different ? 

Mr. Smiru. Iam sorry, I don’t follow your question, sir. 

Senator Gore. I’m thinking in terms of Government revenue. Had 
the country not been divided by civil war, were there no boundary at 
the 17th parallel, to the north of which [ understand is located most 
of the industrial capacity, would it have been different ? 

Mr. Samrru. The whole program would have been different because 
most manufactured goods were manufactured in the north and agri- 
cultural commodities were produced in the south. There would not be 
the necessity for the huge quantities of imports. 

Senator Gorr. In other words, you would like the record to show 
that, the “discrepancy” between the figures used in the exchange rates 
is largely to make up for the circumstance in the economy of the coun- 
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try that resulted from the separation of southern Vietnam from the 
industrial northern part of the country / 

Mr. Sairn. It has resulted in the need for large quantities of im- 
ports. 

Senator Gore. And from what else ? 

Mr. Smirun. I am not sure that I follow your question. 

Senator Gore. I want to try to show on the record what factors ex- 
plain this situation. Goods are imported at the exchange rate of 
35 to 1 when the free market rate is substantially more. You have 
suggested that there is a peculiar circumstance that stems from the 
consequences of the civil war, economically, that would explain what 
you say is part of it, not all of it. I’m asking what explains the rest 
of it? We wish the record to shed light on this. 

Mr. Smirn. The lack of production. South Vietnam is not able 
to produce the varieties and quantities of commodities needed to 
maintain a standard of living sufficiently high to keep this country 
from going Communist. 

Senator Gore. Even without a divided Vietnam? This would have 
been the circumstance without the civil war ?¢ 

Mr. Smiru. I’m sorry, I can’t answer. I’m not familiar with that. 


VIETNAMESE ARMED FORCES CONSTITUTE ECONOMIC BURDEN 


Mr. Durprow. I think that as I pointed out to you the other day, 
one of the reasons why they have troubles economically here is the 
need to maintain an armed force level of 150,000 men. That, rightly 
or wrong, I think is a good bulwark in this part of the world. One 
of the reasons why they are not economically independent and won’t 
get there sooner is that this is a rather heavy load to carry, maintain- 
ing an armed force of 150,000. If the Communists were not in the 
North and they didn’t have [deleted] such a big army, the situation 
would be quite different in South Vietnam from an economic point 
of view. 

Senator Gore. The fact that explains this artificial difference is 
the abnormal burden in the defense or security concept. Aside from 
the economic split that the civil war produced, are there any other 
factors? 

Mr. Smirn. The damage done to the productive facilities in South 
Vietnam resulting from the 7-year war. 

Mr. Dursrow. Nine-year war. 

Mr. Smrrn. And the destruction of the roads and bridges. 


SOURCE OF REVENUE FOR VIETNAM GOVERNMENT 


Senator McGerr. The real purpose of an arbitrary exchange rate 
lower than the more realistic free market rate is to provide a source 
of governmental revenue. 

Mr. Smrru. One of the purposes also is to improve the standard 
of living of the people, to loa the cost down on basic commodities 


and imports bought by most of them at a reasonable price to the 
majority of the people. 

Senator McGrr. Which means the country selling the products 
either must bear that subsidy or the importer must bear it. In this 
case, whoever buys the goods must pay it. 

Mr. Smirn. Yes, sir. 
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Senator McGee. So it comes back to the same purpose; namely, to 
provide governmental revenue. Is it not a fact that a large proportion 
of the revenue of the Vietnam Government is derived from a tax on 
imports ¢ 

Mr. Smiru. Yes, sir. 

Senator Gore. Would you not agree, Mr. Ambassador, that it tends 
to be a disproportionate amount of this revenue ? 

Mr. Durerow. That was the argument the President used this 
morning; namely, because of the lack of industries in South Vietnam, 
the need to reconstruct during the past 3 or 4 years, they have not had 
the kind of economic base which would permit them to start in doing 
more internal taxing. They do have internal taxes, but they cannot 
go much higher until they build up agriculture, business, and industry. 
The changeover to a more direct tax system will be very difficult so 
they have used this device which is out of proportion. They tax the 
imports to get most of their revenue. 

Senator Gore. That is the device that lays a heavy hand on the 
U.S. Government. We find ourselves, either by necessity or choice, 
paying the difference in their balance of trade accounts. In addition 
to providing the actual assistance to the defense of this country, the 
United States is paying about 75 percent of the cost of imports, 

Mr, Dursrow. For the defense side of the picture 

Senator Gore. I understand 75 percent of all imports. 

Mr. Dursrow. I forget that exact figure, about 75 percent or com- 
mercial imports. One of the basic reasons for the commercial import 
program is to bring what are considered needed goods, but not luxury- 
type goods, into the country to be sold inside Vietnam for piasters, 
thereby effecting a basic exchange of piasters for goods and preventing 
an inflation. A serious inflation had taken place in Vietnam as in 
other places in the world, because of the war. The piasters thus re- 
ceived are basically used to support armed forces of 150,000. 





EXTENT OF U.S. CONTROL OF AID-GENERATED PIASTERS 


Senator Gore. I understand that, Mr. Ambassador. The question 
raised here is that the aid from the United States provides these pias- 
ters which, by agreement, are used by the United States and the 
Government of Vietnam for purposes mutually agreed on. 

Mr. Dursrow. That is correct. 

Senator Gore. Unless there is an actual accounting of such piasters, 
the U.S. Government is being denied its rights, and these piasters may 
be disposed of in some way to which we would not agree. 

Mr. Dursrow. Correct. 

Senator Gore. If it goes into the Vietnamese Government budget 
funds, the use of which is, of course, not subject to U.S. approval, 
we have a situation in which the United States has lost all influence 
over these piasters. If, instead, this money goes into the counterpart 
account, then its use is subject to ours and the Vietnamese Govern- 
ment’s approval. Is that correct ? 

Mr. Durpsrow. Yes, sir; except as I understand it as it was ex- 
plained to me, the production tax was considered as a substitute for, 
or is still a sales tax which is something that is not by usual practice, 
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put into the counterpart fund. The sales tax is what the production 
tax was substituted for. 

Senator Gore. For the moment, we are speaking of custom receipts, 
receipts from a custom tax upon imports. 

Mr. Dursrow. I was talking about the production tax. I’m sorry. 


AID PROGRAM ORIGINALLY INTENDED TO GENERATE PIASTERS 


Mr. Smiru. Excuse me, Senator, could I interject something here? 
I think at this point it might be well to point out that our program 
has changed. For the first 3 years it was based primarily on the need 
to generate piasters to support the military, refugee program, and so 
forth. 

Senator Gore. That term, “generate piasters” is something that is 
used widely and loosely. Do you mean by this term that the taxes on 
imports provides revenue to the Vietnamese Government, measured 
in amounts of piasters ? 

Mr. Smiru. To generate piasters means the 35 to 1 obtained from 
licenses for sales from the United States. 

Senator Gorr. We do not print piasters in the United States. 

Mr. Smiru. Generate piasters from sale of U.S. aid to importers. 

Senator Gore. Which is in excess of import values. 

Mr. Smiru. To generate piasters means the 35 to 1 plus the customs 
duties. 

Senator Gore. That is what I said. 

Mr. Smirn. Our programs were based on a review of local cur- 
rency needs, including the military program and other programs. At 
this time, they are not based on the need for piasters but for imported 
goods. Therefore, although the Vietnamese Government in 1959 or 
1960 will have a deficit, our American aid has been planned on the 
need for imported commodities. 

Senator Gore. Why should you ever have based it on the need for 
piasters? It should be goods, commodities, and technical aid. 

Mr. Smiru. In earlier years, Vietnamese programs needed pias- 
ters—such as the military program, the refugee programs, et cetera. 


USE OF COUNTERPART FUNDS TO CONSTRUCT AUDITORIUM 


Senator Gore. Right now there is under construction an audi- 
torium for the Vietnamese Army. 

General Lamrerr. At the Command and General Staff College. 

Senator Gore. Is that auditorium being constructed with counter- 
part funds? 

General Lamrert. It is being constructed with counterpart funds. 

Mr. Durprow. It is part of the military budget which is financed 
to a large degree from counterpart funds. 

Senator Gore. You have supervision of that project ? 

General Lampert. Yes, sir. 

Senator Gorr. Are you the representative of MAAG ? 

General Lampert. I am one of General Williams two deputies, I 
am here this morning in his place. 

Senator Gore. You had a right as a representative of the U.S. Gov- 
ernment to agree or not agree with the architectural standards of the 


building ? 
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General Lamrert. Yes, sir; that is correct. 

Senator Gore. You have the right to agree or not agree, to accept 
or reject the provisions of the contract for the use of the counter- 
part funds? 

General Lampert. May I answer this question by outlining the 
steps ? i 

Benator Gore. Let’s stay with this particular one. 

General Lampert. We had an opportunity to review the engineering 
designs and the opportunity to release funds. 

Senator Gorr. Did you review them 4 

General Lameerr. Yes, sir. 

Senator Gore. Do they comply with your recommendations ? 

General Lampert. Yes, sir. 

Senator Gore. The engineering data and also the actual design ? 

General Lamrerr. Yes, sir. We do not review the terms of the 
contract as made in the United States, but we make inspections to the 
limit of the manpower available. We are aware of the progress of 
the construction and that it is proceeding in accordance with the en- 
gineering design and the contract provisions. 


MAAG APPROVAL OF BUILDING CONTRACT 


Senator Gore. Did you or did you not approve the terms of the 
contract ? 

General Lampert. We approved the engineering specifications and 
the amount of money the Vietnam Government requested to enter 
into—— 

Senator Gore. Did you or did you not approve the terms of the 
contract ? 

General Lampert. I am sorry, I am not trying to avoid your 
quest ion. 

Senator Gore. I was not implying that you were. 

General Lamrerr. Sir, the detailed contract is not presented to 
MAAG for approval under the existing agreements. 

Senator Gore. What agreement ? 

General Lampert. When the Vietnamese enter into a contract, be- 
fore they enter into it, it is necessary that they receive a letter from 
MAAG saying we concur in the chtigatiia of funds to cover the 
amount of this contract. I understand your question to be does 
MAAG review the detailed clauses of the contract before it is signed. 

Senator Gorr. That includes the terms of the contract. If you 
merely read it and exercise no discretion 

General Lampert. We exercise a great deal of discretion, but the 
specific contract signed by the Vietnamese is one which is not sub- 
mitted to MAAG for review. We review in detail the engineering 
specifications which are the technical heart of the contract and ap- 
prove those specifications before it is advertised for bids. 

Senator Gore. But you do not review, approve or disapprove or 
exercise discretion over the terms of the contract to determine whether 
or not those terms provide for the construction of the building in 
conformance with the standards which you have approved. 

General Lampert. Yes, sir, we do because— 
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Senator Gorr. Do you or do you not approve the terms of the con- 
tract between the Vietnamese Government and the contractor ?/ 
General Lamrerr. We approve the technical terms, but not the 
legal contract document. 


AUDITORIUM CONSTRUCTION NOT IN CONFORMANCE TO CONTRACTUAL 
STANDARDS 


Senator Gore. Well, I have received either a rumor or informa- 
tion—I am unable to determine whether it is rumor or accurate in- 
formation—that this particular building is not being constructed 
according to the specified design and standards. Is that rumor or 
information ? 

General Lamrerr. I am not able to answer that question of my 
personal knowledge. 

Senator Gore. Mr. Ambassador, how can we get the answer to that? 

General Lampert. I can bring in an officer this afternoon who will 
be prepared to answer the question. 

Senator Gore. Very well. I raise this question, Mr. Ambassador, 
because there have been a number of questions as to whether the U.S. 
Government officials here have been sufficiently diligent to assure that 
the expenditure of counterpart funds is in accordance with the re- 
quirements of the contract letting and performance. 

Mr. Dursrow. As I understand it this sort of question has been dis- 
cussed in the country team and as the general pointed out, they do 
have qualified engineering officers look at these buildings to see 
whether it has been done according to the specifications they have 
approved. 

General Lampert. Yes, sir; that is true. 


U.S. SUPERVISION AND ALLOCATION OF FUND USES 


Senator Gore. This illustrates the necessity of an audit of counter- 
yart funds. We have no such opportunity to see to it that strictly 
Vietamans funds, though generated as a result of American aid 
and paid for in large part by American aid, are properly utilized in 
accordance with plans which the U.S. Government has approved. On 
the other hand, if this building is constructed with counterpart funds, 
we do have those rights. Is that not correct ? 

Mr. Duxrsrow. Yes, sir, the military budget uses counterpart funds. 
[ Deleted. ] 

As far as I understand it, however, if this auditorium you are talk- 
ing about has been built out of money which came from the produc- 
tion tax or other Government taxes which do not enter into counter- 
part funds, it would not necessarily be financed out of counterpart. 
Most of the military budget money comes from the 35 piasters turned 
over to the counterpart from the importation of a commodity, plus 
the duty on that particular product, and on the basis of that, money 
is finally made available to the military for expenditure. [Deleted.] 

This particular building is being built out of counterpart funds 
and comes out of the military budget. We will get some firsthand 
knowledge from these gentlemen as to whether it is being done accord- 
ing to original specifications. 
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Senator Gore. Not only do we have the right to approve specifica- 
tions, we have the right to agree or disagree with contracting pro- 
cedure. 

General Lampert. Yes, sir; we actually have quite an effective 
agreement concluded 16 months ago with the Vietnamese, supple- 
mented by a memorandum of understanding whereby they have per- 
mitted us wide latitude to review construction drawings, make visits 
of inspection so that we have the most complete information about 
the design of their buildings and construction, limited only by the 
availability of our manpower to get out and inspect. For example, 
we make on our own a Government estimate before bids are taken. 
If it is greatly in excess of the Government estimate we withhold 
concurrence until satisfaction is reached. We make a very compre- 
hensive effort to monitor the military construction program. We are 
satisfied we are getting value received. 

Senator Gore. That is a satisfaction which I hope I am able to ob- 
tain. This comes back to the basic problem, Mr. Ambassador, that 
this unrealistic exchange rate gives rise to a whole series of problems 
about which Senator McGee was interrogating when I interrupted 
and I now yield to him. 


PRODUCTION TAX AS GOVERNMENT REVENUE 


Senator McGrr. What sum of money—what equivalent does this 
import conversion amount to as far as revenue to the Government is 
concerned ? 

Mr. Smiru. Approximately 53 per U.S. dollar. 

Senator McGee. What is the total in terms of a budgetary year 
for the Government ? 

Mr. SmirH. How much revenue do they derive from the produc- 
tion tax ? 

Senator McGerr. We sent the stuff in at 35 to 1—the second official 
rate doubles that. What is the revenue that the Government realizes 
from this disparity, making allowance for costs along the way ? 

Mr. Smiru. Including that paid into counterpart or excluding that 
paid into production tax ? 

Senator McGerr. You told us the reason for this difference is that 
the Government has to derive revenue. What is the amount of that 
revenue ? 

Mr. Smirn. We estimate the revenue from the production tax 
ranged from 1,200 billion to about 1,480 billion piasters per year. 

Senator McGer. That is piasters? 

Mr. Smirn. Piasters; yes, sir. 

Senator McGer. And what is our total direct aid, including this 
conversion scheme? What direct aid did we give in this last year, 
for example? 

Mr. Smirn. Our total aid program in dollars? 

Senator McGes. That is correct. 

Mr. Smiru. Project aid for last year, fiscal year 1959, amounted 
to $36,433,000 and nonproject was $146,443,000. 


TOTAL U.S. AID TO VIETNAM 


Senator McGee. So that if we added together the revenue the 
Government derives from this exchange rate and the project aid that 
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we granted and nonproject aid would we then arrive at the total 
expenditures which this is costing the United States in this country? 

Mr. Smiru. That is the dollar aid made available to this country 
in 1959. 

Senator McGerz. What about the import conversion figure you gave 
me as ranging from 1.2 to 1.4 billions? 

Mr. Smiru. That results from the government tax on this dollar 
aid we mentioned. 

Senator McGerr. That ends up being our money ? 

Mr. Smirn. The production tax is not deposited in counterpart. 

Senator McGerr. Your second two figures do not include the con- 
version into counterpart ? 

Mr. Smirn. The $36 million of project aid does not generate coun- 
terpart. The $146 million does generate counterpart and most of it 
generates customs duties. Part of it is in the form of French francs. 
We sell cotton to the French and give the francs to the Vietnamese 
Government. In that instance, we do not get customs duties because 
that is considered to be a sale of a foreign currency to the Vietnamese 
Government. 

Senator McGer. You tell us that the reason for the 35-to-1 rate as 
opposed to 72 or whatever it is, is to help the Government generate 
some revenue of its own. 

Mr. Smirn. That’s one of the reasons. 

Senator McGer. It does give the Government revenue and it is to 
our disadvantage. 

Mr. Sorru. To our disadvantage when we were on a local currency 
basis. Now that we are on a balance of payments basis, it is not a 
disadvantage because we are basing our aid on their need for imports. 

Mr. Dursrow. They get revenue from other sources than importa- 
tion. That is, however, the biggest source. 

Senator McGrr. Then I would be in error in concluding that our 
project and nonproject aid plus the revenue gained by the Govern- 
ment represented the total help from us. 

Mr. Smiru. I think, sir, that is double counting. 

Senator McGee. That is what I want to make clear here. 


ACCOUNTING FOR END USE OF IMPORTS 


Mr. Newnouse. I have a few questions of Mr. Battleman. Mr. 
Smith mentioned that after the imposition of the production tax a lot 
of the imports were piling up in the warehouses. Is the ICA respon- 
sible under the law for an end use determination of these goods ? 

Mr. Batrieman. I don’t know of a legal obligation. I know from 
the standpoint of regulations, we frown on keeping goods in a ware- 
house for an extended period of time. 

Mr. Newnousr. Have we tried to get an end use check prior to this 

ear? 

Mr. Barrieman. I tried to get in at the same time we talked about 
the audit. 

Mr. Smrru. They were not all in customs warehouses. We were 
paid but the goods were in bank warehouses as security for bank 


loans. 
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Senator Gorr. We did not get an answer to the question as to 
whether or not prior to this year, an effort had been made to obtain 
an end use accounting of imports. 

Mr. Barrieman. I don’t know, sir; I arrived March 6. I did try 
to get into the warehouses shortly after that time. 

Senator McGrr. Do you know whether a previous effort had been 
made? 

Mr. Barriteman. I found no record. 

Mr. Dursrow. I don’t know. 

Senator McGrr. Would we be able to find out from the records? 

Mr. BatrtemMAn. We found no record of an attempt to audit or get 
into the warehouse. 

Senator McGer. So far as anyone knows not until after March 
1959—not before early this year had any attempt been made to obtain 
an end use accounting of imports. 

Mr. Barrteman. That is a very general statement. 

Senator McGee. Is it true or not? 

Mr. Barrteman. It’s not exactly true. What Mr. Newhouse was 
talking about is the fact that certain goods remain in bonded ware- 
houses for certain periods of time. And that was what I was talking 
about. 

Senator McGer. But no attempt had been made before 1959 to ob- 
tain such information. What success have we had? 

Mr. Barrteman. This was part and parcel of the problem of audit- 
ing the customs area and that information was refused to me until 
very recently when we received the list of goods in bonded warehouses. 

Mr. Newnouset. The attempt to have an audit of these commodities 
was also a part of Mr. Battleman’s initiative. 

Senator Gore. Were you aware of this problem, Mr. Ambassador? 

Mr. Dursrow. Not until Mr. Battleman brought it up. 

Senator Gore. Did he tell you about it ? 


PAYMENT OF PIASTERS INTO COUNTERPART FUND 


Mr. Dursrow. Mr. Gardiner told me. I think if I am not mis- 
taken, when the licenses are issued and the goods come in, we get some 
money in the counterpart fund, whether the goods stay in the ware- 
house or not. 

Mr, BatriemMan. Yes, sir; the stateside bank notifies the Vietnamese 
bank that payment has been made. Then the Government of Viet- 
nam takes steps to pay the amount into the counterpart. The 35 to 1 
is paid shortly after payment is made in the States. 

Donatos Gore. How do you know it is made unless you have an 
audit of the counterpart account ? 

Mr. BatrrteMan. At 35 to 1 we bill on the basis of the commensurate 
value of the ICA dollars spent. It is the customs area where we have 
to accept the figure that is given to us. The 35 to 1 does not pose a 
problem. 

Mr. Newnouse. I would like to call attention to a memorandum 
sent to Mr. Howe, director of program and Mr. Boyd. 

Senator Gore. The record will be supplied with this insert, 

(The document referred to is as follows :) 
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OFFICE MEMORANDUM, U.S. GOVERNMENT 


NOVEMBER 12, 1959. 
To: Mr. James Howe, Chief, Program Office. 
Mr. Jack Boyd, Deputy Chief, Program Office. 
From: C ‘ontroller files. 
Subject: Counterpart funds from customs duties (note from Colegrove to Rep- 
resentatives ). 

The above note apparently uses the refusal of the Finance Ministry to furnish 
information to make extravagant statements with respect to what may be hap- 
pening. First of all, we have no basis for stating or estimating the amount of 
customs deposited or not deposited to counterpart. This can only be determined 
by a detailed audit covering the period from the inception of aid to date. Second, 
since the basic records are Vietnamese customs records it is, therefore, not 
possible for USOM to “keep track of the money” except by audit or review. 

USOM has, therefore, in the past (see summary dated November 3, 1959) 
requested a detailed explanation of the procedure for collection of customs on 
ICA-financed commodities and their eventual transfer to the counterpart account 
in the national bank. Further, USOM has requested the details of ICA goods 
sold at auction under the GVN procedure whereby goods abandoned are sold 
within 48 days and finally USOM has requested information regarding ICA- 
financed commodities stored in bonded warehouses for excessive periods of time. 

Up to November 6 all this information had been refused us despite the strenu- 
ous efforts of the mission director who finally carried the matter to the Vice 
President. On November 6 the Director received a diagrammatic chart describ- 
ing the accounting and control mechanism of the Customs Office and a detailed 
list of goods in bonded warehouses. Both of these will be subject to further 
action by the controller. The area still in question concerns the amount in- 
volved from the sales of ICA-financed goods at auction and the eventual transfer 
of this amount to counterpart. Since Vietnamese law provides for the deposit 
of this money to the national budget, this may pose some legal problems to be 
worked out in the future. 


Mr. Batrrieman. I would like to point out that in addition to the 
problems with the customs, we are making progress in the end-use 
audits. So far as this auditing is concerned, it 1s for the most part 
satisfactory. 

Mr. NewHovuse. What percentage of the cost of goods sold at auc- 
tion should go into counterpart ? 

Mr. BarrtemMan. We don’t know because this information has been 
denied to us. 

Mr. Newnovse. Isn’t there any way we can work out a mathe- 
matical formula ? 

Mr. Batriteman. No; because included in the goods are non-ICA 
articles. You could use a yardstick and say so much aid is ICA and 
say 85 percent or 75 percent belongs to it but it would not be accurate. 

Mr. Newnovse. Have we any estimate ? 

Mr. Batrieman. It would be a guesstimate. 


U.S. DENIED ACCESS TO VIETNAMESE RECORDS 


Mr. Newnovuse. Could the USOM conduct its own audit of cus- 
toms duties assuming the Vietnamese continue to deny us access to 
the records? 

Mr. Batrieman. I think the records are kept in Vietnamese and 
I don’t speak Vietnamese. 

Mr. Newnovse. It is my impression that the Vietnamese auditors 
employed by USOM have been denied access to the books. Could we 
then put this whole thing through an IBM system in Washington? 

Mr. Barrteman. We may if we get entree to study the question. 
One of the things we are curious about is the accounting procedure 








SITUATION IN VIETNAM 257 


controls; how this all merges into a fund subsequently transferred to 
the national bank. Until we review the internal controls of the opera- 
tion I don’t know how we could go about this. 

Mr. Newnovuse. Don’t we have records ourselves of customs ? 

Mr. BatrteMan. We have no records of customs control. That is 
a Vietnamese Government affair. 

Mr. Newnovuse. We have records of procurement authorizations. 
We have records of the licenses and of everything that comes in under 
the commercial import program. 

Mr. Batrteman. We have the dollar disbursements made by Wash- 
ington. 

Mr. Newnouse. And we have the tabulated list of customs duties 
on all these commodities ? 

Mr. Smiru. We have schedules of Vietnamese duties. 

Mr. Battteman. You might find within a certain area that you 
have five or six customs rates for machinery and the only way to tell 
is to check the transaction all the way through. 

Mr. Newnouse. Can we perform our own audit or do we have to 
rely on Vietnamese figures ? 

Mr. Batriteman. We could work up some yardstick figures by 
average customs rates but we would have no basis for making it stick 
if we had to talk to the Government about it. 

Senator Gorn. Gentlemen, the foreign aid program is a burden 
which the American people do not exactly enjoy. It is one which the 
President, Congress, and I hope the people have thought necessary in 
the interests of our own security and the security of the free world. I 
am one who thinks that continuation of the program in reasonable 
amounts is necessary for those reasons. I believe that the American 
people and the Government of the United States, and I am sure the 
Congress of the United States wants assurance that the money which 
we provide is being honestly and efficiently used. 

We have, as part of the record this morning, testimony indicating 
that we have no such assurance of counterpart funds in Vietnam—some 
assurance, yes—but no assurance of record. You, as representatives 
of our Government, have been denied access to such records. It would 
appear to me that this is a matter of importance to the President of 
the United States, and the Secretary of State, as well as to Congress. 

I believe Vietnam is a sensitive area, that this, so to speak, is the 
frontline between the Communist world and the free world. It is 
all the more important in this sensitive and strategic area that the 
administration of our program conform to strict standards. I hope 
that the Vietnamese Government will realize the gravity of its re- 
fusal of cooperation in this as well as in other fields. This is an 
action of mutuality. Obligations fall upon the part of both govern- 
ments. I want to see our Government perform its obligation and re- 
sponsibility and I would hope for reciprocal action on the part of the 
Vietnamese Government. 


U.S, OFFICIALS MAKE END-USE CHECKS 


Mr. Dursrow. Mr. Senator, I should add one thing. We do have 
end-use checks of the commercial import program and the project aid 
we give here. 
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Mr. BatriemMan. We make end-use checks both on the commercial 
import program and on the project program. 

Mr. Dursrow. It is only in the particular field of customs pro- 
cedures and audit that we have been denied access. USOM continu- 
ously goes through end-use checks of the commercial import program 
as well as project aid. [Deleted.] 


AFTERNOON SESSION, AUDITORIUM BUILDING 


Senator Gore. The meeting will come to order. In the morning ses- 
sion, questions were raised with respect to the auditorium building 
for the Command and General] Staff School. The committee is pleased 
to note at the table General Williams, who may wish to comment on 
this or direct someone else to reply to the interrogation. 

General Wriu1ams. I think I can comment on that, sir. As I un- 
derstood it, this question was asked specifically—if I am wrong, please 
correct me—if we knew that the contract was not being carried out in 
certain respects and what action we had taken. 

Senator Gore. There was a series of questions, General Williams. 
First, whether this was being constructed with counterpart funds. 
No question but that the answer was “Yes.” The next, whether the 
MAAG had exercised discretion in giving approval to the designs and 
architectural plans. The answer was “Yes.” Next, whether or not 
MAAG had approved or exercised the right to approve the contract 
and the manner of letting the contract. I don’t know whether I am 
quite correct in saying the answer was “No.” It wasa qualified answer. 

General Witu1AMs. The answer to that would be “No. 

Senator Gore. Then why didn’t you exercise such discretion—such 
right ? 

CONSTRUCTION PROGRAM PROCEDURE 


General Wiu1aMs. I believe I can answer by telling what the pro- 
cedure is. We have an overall plan and the yearly construction pro- 
gram is based on about what we hope to be a 5-year program. Hach 
year, a certain amount of money is placed into the military budget to 

carry on this construction program. In the program, it is MAAG who 
does the approving of the program and no one questions it. The Viet- 
namese never questioned the construction that MAAG states should be 
made. The Vietnamese state, ‘“We’re going to construct so and so,” if 
it’s in the budget, we raise no objection. 

We do not enter into the making of their contract, but we know 
what their contract calls for and the specifications. We inspect the 
construction as time goes on and see that it does follow the specifica- 
tions. When it does not follow the specifications, we notify the 
chief ARVN engineer. We say there’s a deviation here and a devia- 
tion there. The Army Engineers take steps to have the contractor 
correct those deviations. Prior to the time his payment is made, we 
see that those deviations are corrected. That is our procedure, 

Senator Gorge. You’ve told us what the procedure is, but you haven't 
answered why you have not exercised the right w hich is vested i in the 
U.S. Government to approve or disapprove the manner in which this 
fund is obligated. 

General Wiiu1aMs. I’m not sure that we don’t do that. Because if 
they say they are going to build and we agree and approve and it is not 
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in the program and we see the specifications of that building—see that 
they are correct—see that the building is built according to the specifi- 
cations. 

Senator Gore. I don’t know exactly, either, this part was left un- 
clear, an important part. The building might be constructed accord- 
ing to specifications, but either at a cost of $5 million or $10 million. 

General Wixiiams. We've got that covered. Because we would 
never agree to any part of this thing if the construction cost was not 
within the bounds of what we consider to be in the proper area. That 
would be impossible. 

Senator Gore. How do you determine what’s in your area? 

General Wixtui1AMs. That comes direct to me, personally, through the 

rofessional advice of my engineers. If they say it costs $50 or $5,000 
to build that building, the only thing I can do is go on their judgment. 
Their judgment depends on their experience in construction. 

Senator Gore. You in no way exercise the right of approval or dis- 
approval with respect to the terms of a contract, duration of the con- 
tract, details of the contract. You only ascertain whether or not the 
building in its final form or through its stages is constructed in accord- 
ance with the specification which you have. 

General Wixtt1aMs. And in the price range which we think is correct. 


DETERMINATION OF PRICE RANGE FOR CONSTRUCTION 


Senator Gore. At what point is that price range determined ? 

General Witui1Ams. Before we ever approve construction of the 
building. 

Senator Gore. And what was your price range with respect to this 
auditorium ? 

General Witt1aMs. I couldn’t tell you. 

Lieutenant Colonel Renter. I’m an adviser to the Chief of Engineer 
Services, ARVN. 

Senator Gore. Are you the supervisor of this particular phase ? 

Lieutenant Colonel Renter. I prefer to say “adviser” rather than 
“supervisor.” I have a staff of four military people and eight civilians 
who assist me. 

Senator Gorr. Would anyone other than you have closer contact 
with this particular building in question ? 

Lieutenant Colonel Renter. Yes, personal contact. We have field 
inspectors. There is a Major Shutes here who has made field inspec- 
tions of the building. To answer your question with regard to cost, 
the original estimate was 3.2 million and the actual bid was 2.5 million, 
in piasters. 

Senator Gore. At what rate? 

Lieutenant Colonel Renter. 35 to 1, sir. 

Senator Gore. Was your 3.2 million estimate based on the same 
rate ? 

Lieutenant Colonel Renrer. The 3.2 million was based on local 
cost experience for construction. 

Senator Gore. You tell me that your estimate was 3.2 million, 
measured in piastres and the bid rate was 2.5 million measured in 
piastres—both at the same rate ? 

Lieutenant Colonel Renter. Yes, sir. 

Senator Gore. What is the experience thus far ? 
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Lieutenant Colonel Renter. What do you mean by that question? 
Senator Gorr. What is the cost of the sliding at this time? 
Lieutenant Colonel Renier. It is still under construction. We 

don’t have any accounting for cost to this date. As far as the U.S. 

side goes, we keep no accounting of cost. What we do is release money 

in the exact amount of the contract award. 
Senator Gore. If it is within the bounds of your estimate ? 
Lieutenant Colonel Renter. That is correct. 
Senator Gore. And according to specifications ? 
Lieutenant Colonel Renrer. That is correct. We make a technical 
review of the project, approve drawings. 


BUILDING INSPECTIONS 


Senator Gore. How often have you, or someone under your com- 
mand, made an inspection of this particular building? 

Lieutenant Colonel Renter. I can’t tell you exactly, but not less 
than once a month. 

Senator Gore. With what findings? 

Lieutenant Colonel Renrer. We have determined there are de- 
ficiencies existing at this time which must be corrected. I can’t tell 
you how many, but Major Shutes can. He has a list. 

Major Suures. Maj. H. A. Shutes, 1st and Capitol Military Region, 
engineering representative. Sir, I have a list of 15 deficiencies that I 
found on the 2d of November. 

Senator Gore. When was the building commenced ? 

Major Suutes. It was started about the 20th of July, sir. 

Senator Gore. And already 15 deficiencies ? 

Major Suutes. Yes, sir; as of the last inspection. 

General Wiiu1AMs. Will you read the deficiencies, please? 


DEFICIENCIES IN PROJECT 


Major Suures. The specifications called for a granite concrete 
floor, paved with tile. Tiles are laid on 2 to 4 centimeters of mortar. 
The question arises, What is the method of attaching the auditorium 
seats, the student seats, to that type of tile flooring? They were lack- 
ing in the specifications as to the exact method to follow for anchorage 
purposes. 

Senator Gore. Without proper anchorage, the seats will pry loose 
from the floor, which is a serious defect. 

General Witu1aMs. May I interrupt? You said there was a ques- 
tion whether the anchorage was correct or not correct. Say what 
has been done completely wrong, but only if you know it is wrong. 
Tell the whole story as you go. 

Major Suures. We are requiring the contractor to submit the de- 
sign acceptable to the school commandant and ARVN chief engineer. 

Senator Gore. What isthe story? Has the tile been laid? 

Major Suutes. Yes, sir; the tile has been laid but a method of at- 
taching the seats has not been drawn up. It is on the drafting board 
now I was informed. 

Senator Gore. No provision has yet been made for the attachment 
of the seats ? 

Major Suutes. It’s in the form of a draft. 
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Senator Gore. Unless provision has previously been made, then 

ou have a serious problem, do you not? 

Major Suvutes. No, sir. I am sure they will design an acceptable 
method. 

Mr. Dursrow. Major, come up closer to the table, please. 

Major Suvures. The design and method of attachment must be 

acceptable before approving the method by which they are going to 
attach the seats to the floor. 

Senator Gore. Unless those fit well, funds will be withheld ? 

Major Suutes. Absolutely ; there will be no payment. 

General Witu1AMs. That’s the purpose of our inspection. 

Senator Gore. When did you make this report ? 

Major Suutes. On the 2d of November, sir. 

Senator Gore. And you haven’t had a report? 

Major Suvutes. No, sir. 

Senator Gore. What’s the next one ? 

Major Suutes. Sir, the next one is—the doors are not hung evenly, 
the clearances on the sill are not identical in each case. A small de- 
ficiency which can be corrected and is being corrected by the con- 
struction area office supervisor. 

Senator Gore. The contractor is making the correction ? 

Major Suvutes. Yes, sir; he is to correct them all. The roof gutter 
is also hung unevenly. The percent of fall for the proper drainage 
is not computed correctly. This was reported to the contractor for 
correction. 

Senator Gorr. When was that reported ? 

Major Suurtes. On the same date, sir. 

Senator Gore. Has it been corrected yet ? 

Major Suures. Not yet, sir. The next is the parking lot and en- 
trance pad was not properly crowned or sloped for proper drainage. 
The contractor is now taking action to correct that. There were 
numerous ceiling splices made for joining the isorell board. That 
is being corrected by the contractor. 

Senator Gore. I don’t understand that. 

Major Suvres. Ceiling splices. According to building specifica- 
tions, there are to be no ceiling splices with the 1-inch cut that they use 
for : attaching the isorell board to the ¢ ‘eiling. 

Senator Gorr. But there were splices? 

Major Suutes. It’s a matter of replacing the laths. 

Senator Gorr. What did they use for the splicing ? 

Major Suutes. The lath was supposed to be in one piece, 8 feet 
long. Instead, they used, as an example, two 4-foot pieces. But he’s 
replacing those. The doors, windows, latrine and office hardware is 
unworkable, due to overpainting. That’s something very small, a mat- 
ter of applying paint remover to correct it. The stage floor was 
warped and uneven. He’s planing that down now to correct that. 
The drain spouts for the marquee were installed by breaking through 
set concrete instead of using a sleeve. He is correcting that now by 
replastering. The seats were not within the specifications called for. 
They were supposed to be 50 centimeters wide on centers and they 
actually measured 47. The height was to be 72 centimeters instead of 
84 centimeters which increases the occupant leverage affecting anchor- 
age. 

44579—60—pt. 23 
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Senator Gore. The seats have been already procured ? 

Major Suures. There were 14 seats at time of inspection out of the 
400 required and they, as I understand it, now have stopped procure- 
ment on it until the contractor redesigns it according to specifications 
and submits it to the commandant of the school and chief engineer for 
acceptance prior to further manufacture. 

Senator Some How do they acquire 14 seats out of an order of 400— 
on a piecemeal basis? 

Major Suutes. They ordered 400 and the manufacturer turned out 
14 and delivered them to the site. 

Senator Gore. It seems to me an inefficient way. 

General WiiuiaMs. In this case, it was very fortunate. 

Major Suure. I don’t handle the procurement, sir. 

Senator Gore. But you can’t count on people making mistakes in 
order to permit us to discover these things. 

Major Suoures. In this same seat foundation, the steel base straps 
were not cross braced and also specifications called for seat stops 
to be painted and that type of thing. There was a drain sump left 
exposed, now being corrected. They didn’t use bolt sleeves in the 
door casings. That is being corrected. 


CORRECTING DEFICIENCIES 


Senator Gorr. Were any of these deficiencies detected by the Viet- 
namese authorities or did you, under necessity, call them to their atten- 
tion ? 

Major Suutes. Some of them were noted by the Vietnamese them- 
selves. I always make it a practice to take my counterpart with me 
and bring it to his attention and he, in turn, brings it to the attention 
of the contractor for correction. 

Senator Gore. Thank you, Major. Mr. Ambassador, it seems there 
is some doubt as to whether that which had come to me was informa- 
tion or rumor. It was based on information, but I’m glad to note that 
the inspections have been made. 

How far along, Major, is the construction ? 

Major Suutes. Sir, right now it’s about 70 percent completed, 70 
to 75 percent. 

Senator Gore. Have you been an inspector on other projects? 

Major Suures. A total of 106, both new construction, major reha- 
bilitation, and RU projects within the 11 provinces. 

Senator Gore. Is this a pattern of experience? Have there been 
many others like this? 

Major Suutes. No, sir; there have not. 

Senator Gore. This is one of the instances most deficient of per- 
formance? 

Major Suutes. Yes, sir. 

Senator Gore. In the others under your supervision or inspection, 
have the necessary corrections been made? 

Major Suoures. Yes, sir; they have been. 

Senator Gorr. Without exception ? 

Major Suutes. Yes. sir; to the best of my knowledge. 

General Witu1AMs. Is that true of all the projects, the construction 
projects, to your knowledge ? 

Major Suutes. To the best of my knowledge; yes, sir. 
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Senator McGer. Has all of your engineering experience been in 
the military ? 
“wha “3 aoe a cade 
Major Suures. In the military, sir. That completes my inspection 
report, sir. 


USE OF COUNTERPART-PURCHASED COMMODITIES BY U.S. OFFICIALS IN 
VIETNAM 


Senator Gorr. Mr. Ambassador, this is an example of information 
that has come either to me or the three men of our staff who have been 
here and we are under duty, I think, to make inquiry. It is not always 
pleasant. We have had information that automobiles, deep freezers, 
refrigerators, and so forth, that have been purchased by a cost-plus 
contractor, on the one hand, or purchased out of counterpart funds or 
other Government funds on the other, are now being used for the bene- 
fit and enjoyment of U.S. Government officials. I would like to in- 
quire to what extent that is true, or if it is true. 

Mr. Dursrow. I have just heard about the freezers, Mr. Senator. 
When Mr. Hopkins talked to me about the question of the deep 
freezers, he told me a memorandum had been prepared. I have not 
had a chance to read it yet but hope it will be a satisfactory answer to 
you on both this question and the automobiles. 

Senator Gore. Are you prepared to answer that, Mr. McCauley ? 

Mr. McCautey. The statement will be furnished for the record. 

(The statement referred to follows:) 


List OF USOM-OWNED DEEP FREEZERS 


On June 20, 1958, this USOM ordered eight deep freezers for the Field Service 
Division to be used by them at their various field stations where it was quite 
difficult to obtain day-to-day supplies. With the termination of this Division 
these deep freezers were made available for other purposes. Their present 
disposition, along with the disposition of three other much older deep freezers, 
are shown below. Property records are not clear as to the source of the fund- 
ing for the three old deep freezers. However, the other eight were purchased 
from technical support funds, project No. 99-000. 


Tre Na ecteieieremcen nace 19 Lanzarotte (director). 
2 Westinghouse, 1 deep freezer (old)_._ Warehouse. 
1 Howard (old), 1 Westinghouse___-_- USOM, Laos. 
Fr PEE IID enim ccinenetcuman ats Health and Sanitation Division (on 
loan to nutrition survey team). 
me Ae ee es USOM photo lab. 
Pi els tit in binih ate ntited cong ebnenes USOM snack bar. 
eee (018) cei cccmntunjewsnnans Ambassador’s residence. 


Senator Gore. What was this project ? 

Mr. BarriemMan. It is a general term given to a category of project 
aid which cannot be pinpointed to a specific project and which across 
the board affects projects. We call it technical support. 

Senator McGer. It might be applied to several projects overlap- 
ping; is that right? 

Mr. Batrieman. That is right. 


DEEP FREEZERS PURCHASED UNDER PROGRAM 


Senator Gore. Do I understand you to say now that two of these 
deep freezers are now in the home of the ICA Director? 
Mr. McCautey. That is true. 
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Senator Gore. His home is 

Mr. McCautey. 19 Lanzarotte. 

Senator Gore. Were they purchased for that use? 

Mr. McCautery. The use which they were originally purchased for 
had disappeared with the closing out of the field services. 

Senator Gore. Where were they first shipped ? 

Mr. Hopxrns. Saigon, first. They came to Saigon. The Field 
Services Division had field stations in different parts of the country. 

Senator Gore. They came into this country into the port of Saigon 
but what was their disposition ? 

Mr. Hopkins. They remained in Saigon. 

Senator Gore. Were they purchased for that reason 

Mr. Dursrow. They were purchased in June of 1958 and at that 
time we were expecting to continue our field offices of USOM for 
some time. We had a review of this operation later in 1958—I have 
forgotten the exact date—in our country team. We were given in- 
structions by Washington to try to cut down our staff and eliminate 
unnecessary things and it was decided as of the end of last year, 1958, 
to eliminate the field offices of USOM. There were about seven or 
eight of these in the country where technicians were supervising 
Vietnamese and these men in various field stations were also training 
Vietnamese. It was our decision in the country team that the Viet- 
namese in general had learned enough so that it was no longer neces- 
sary to maintain these field offices. I assume the deep freezers were 
ordered when it was thought that the field offices would continue and 
by the time we looked at the personnel situation and the advance- 
ments made by the Vietnamese we decided to eliminate the field 
service. I assume that is why they did not get shipped out at the 
time they arrived. 

Senator Gore. Mr. Hopkins, you say none of these deep freezers 
were ever sent to field offices. 

Mr. Horxrns. No, sir. 


USE OF DEEP FREEZERS 


Senator Gore. Mr. McCauley, you say two are in the home of Mr. 
Gardiner. Were they ever used by anyone else other than Mr. 
Gardiner? 

Mr. McCautey. I can’t answer your question, except that they came 
into Saigon and were not shipped out. This must have been their 
first use. 

Senator Gore. Do you have records? Is it possible to know what 
use has been made of eight deep freezers? 

Mr. McCautey. Yes, sir. 

Senator Gore. Will you supply that for the record ? 

Mr. McCautey. Yes, sir. 

Senator Gorge. What size are these deep freezers? 

Mr. Horxrns. 8.9 cubic feet. 

Senator Gore. Do I understand you to say that two of these deep 
freezers are still in the warehouse ? 

Mr. McCautey. Yes, sir. 

Senator Gore. Have they ever been used ? 
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Mr. McCautey. No. 

Senator Gorn. How long have they been in the warehouse ? 

Mr. McCautey. That is in the record. 

Senator Gore. You say one used deep freezer is in the warehouse. 
By whom was it used ¢ 

Mr. McCautey. That is the one which we state above—I do not 
know exactly where they were purchased or from what source of 
funds purchased. 

Senator Gore. Who used them ? 

Mr. McCattey. I will check the records. 

Senator Gore. According to the record before me, one has been 
shipped to USOM, Laos; is that correct ? 

Mr. McCautry. Yes, sir. 

Mr. Hopkins. Two were. 

Senator Gore. One old and one new Westinghouse; is that correct ? 
Then there is one in the Health and Sanitation Division. 

Mr. McCautey. Yes. 


AUTHORIZATIONS TO USE FREEZERS 


Senator Gorse. Is that an authorized use ? 

Mr. Horxtns.This is for the nutrition team, Mr. Senator. 

Senator Gore. That is not the question. Is it an authorized use ? 

Mr. Hopkins. As far as I know, yes, it would be authorized. 

Senator Gore. Then there is one in the USOM photo lab? 

Mr. McCautry. Yes. 

Senator Gore. Is that an authorized use ? 

Mr. McCautry. I would consider it is; yes. 

Senator Gore. There is one in the USOM snack bar? Is that an 
authorized use ? 

Mr. Hopkins. Under the terms of the contract with the conces- 
slonaire, yes. 

Senator Gore. There is one Frigidaire in the Ambassador’s resi- 
dence. Is that an authorized use? 

Mr. Dursrow. I hope so, sir. We certainly need them, with the 
entertainment we have to do, which requires having a lot of food 
on hand. As far as I know, it is authorized. 

Senator Gore. I am sure it is needed, but has your use of such prop- 
erty been authorized ¢ 

Mr. Sapnattni. The one that the Ambassador was furnished is au- 
thorized. According to the Department of State regulations, only 
two people are accorded deep freezers, the chief of mission and his 
deputy. The old one in the Ambassador’s residence was deficient 

Senator Gore. Is it an authorized use ? 

Mr. Sapatrni. Yes. 

Senator Gore. Is the deep freezer used by Mr. Gardiner authorized ? 

Mr. Horxrns. Yes, sir. I believe it is. The regulations covering 
that do not specifically say whether he is authorized a deep freezer or 
not, but there is a list of things authorized in the reguiations, In 
the case of the director of the mission, there is a specific exemption to 
the attached list and puts it on a dollar value basis. 

Senator Gore. Do you have a copy of the regulations ? 
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Mr. Horxtns. I will have to get it for you. 

Senator Gore. We will wait until you get it. For the record, the 
committee staff discovered the use of these deep freezers after Mr. 
Gardiner had departed for the important conference which he is at- 
tending. Had such information been discovered and the necessity for 
asking questions about it been determined before his departure, he 
would have been informed. Mr. Gardiner will be permitted to insert 
at this point in the record such statement as he may wish to make, if 
any, with respect to this item. 

(The statement is as follows:) 


FREEZERS IN DIRECTOR’S RESIDENCE 


USOM records show that a deep freezer of 20 cubic feet capacity was received 
for the USOM director’s residence on July 9, 1957, costing $594.66 excluding 
packing and shipping charges. On September 24, 1958, eight further deep 
freeze cabinets, originally ordered for the Field Service Division of USOM, 
arrived in Saigon. These were not required for the purposes intended when 
they were ordered, as the Field Service Division was being liquidated with the 
successful conclusion of the refugee program. 

These freezers had a capacity of 8.9 cubic feet each and cost $190 each, ex- 
clusive of packing and shipping charges. Two of these deep freezers, costing 
a total of $380 were placed in the director’s residence on September 29, 1958, 
and the freezer purchased in 1957 with 20 cubic feet capacity, was removed 
from the director’s residence, and sent to USOM, Laos. 

The director’s residence is used for representational functions, and frequently 
to house official visitors; per diem due to such official U.S. Government visitors 
is reduced when they have use of such quarters, resulting in saving to Govern- 
ment. Exigencies of this situation render it extremely desirable for director’s 
residence to keep stock food on hand, as director may be called upon, on short 
notice, to entertain unexpectedly large group of people. Such a stock of food 
cannot be safely kept in a tropical climate, such as Saigon’s, unless under 
refrigeration. 

ICA regulations permit furnishing mission director’s residenee with $6,000 
worth of materials without reference to ICA, Washington. Mission records 
indicate that the cost of furnishings in the director’s residence, including the 
two deep freezers that cost $190 each, is less than this figure of $6,000. 

At no time has the present Mission Director Gardiner taken any action what- 
soever to increase, diminish, or otherwise affect the number of deep-freeze units 
in the director’s residence; this number remains at two, where he found it on 
assuming the duties of director on November 30, 1958. He believes that the 
freezers are needed to enable him to discharge his representational duties. These 
units, originally bought with technical support funds, are funded now with 
administrative funds. 


REGULATION FOR FURNISHING RESIDENCE OF MISSION DIRECTORS 


Senator Gore. I will read into the record the paragraph to which 
Mr. Hopkins has referred : 


Mission directors are not limited to the items listed in attachment A in pur- 
chasing furnishings for their residences. However, the total expenditure for 
furnishings for mission directors’ residences shall not exceed $6,000 (exclusive 
of packing and freight charges) without prior ICA, Washington, approval. Ex- 
penditures for normal replacements of existing items may also be made without 
prior ICA, Washington approval provided their estimated original cost is not 
exceeded.’ (Attachment A is as follows: ) 


2 ICA Manual Order No. 5521, par. III, C. 
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REPRESENTATIVE ITEMS OF RESIDENTIAL FURNITURE AND FURNISHINGS WHICH 
May Be AUTHORIZED FOR ICA MISSIONS 
Bedroom: 
Bed 
Bedside table 
Bedspread 
Bedspring 
Chair 
Chiffonier, wardrobe 
Dresser, bureau 
Dressing table, vanity 
Dressing table bench 
Lamp and shade 
Mattress 
Mirror 
Pillow 
Rug, carpet, linoleum 
Wastebasket 
Bathroom : 
Laundry hamper 
Medicine cabinet 
Stool 
Towel rack 
Living-dining room—porch : 
Armchair, sidechair, other 
Card, coffee, dining, end, occasional, serving, tables 
Desk 
Hassock, footstool 
Heater 
Lamp and shade 
Porch set 
Rug, carpet, linoleum, mat 
Sideboard, buffet, china closet 
Sofa 
Kitchen and pantry: 
Cabinet 
Chair 
Garbage pail 
Hot water heater 
Ironing board 
Meat safe 
Refrigerator 
Stove 
Table 
Washing machine (wringer type) 
Other : 
Blinds, awnings, mosquito netting, etc. 
Curtains 
Draperies 
Electrical regulating and adjusting devices such as adapter plugs, trans- 
formers, etc. 
Garden equipment (ladder, hose, etc.) 
Screens 
Heaters 
Fire protection equipment 


Note.—Conditions at each post will determine which of the above items it is 
in the Government’s interest to issue. Electrical equipment or appliances should 
generally not be supplied unless there is reasonable assurance that they will be 
operated and maintained in a satisfactory manner. 


Senator Gore. These were not purchased as furnishings for the 
residence, as I understand it. 
Mr. Horxins. They were purchased for other residences. 
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Senator Gorr. They were purchased for project 30-99-0007? 

Mr. Dursrow. For other residences—that is what Mr. Hopkins was 
trying to point out. They were ordered for field residences. 

Senator McGee. Is it your point that Mr. Gardiner was entitled to 
a deep freeze if he considered it a necessity in his home? 

Mr. Dursrow. That is right 

Senator Gore. I notice that in attachment A the purchase of a re- 
frigerator is permissible for his residence. Was such a refrigerator 
purchased ? 

Mr. Horxrns. I am quite sure Mr. Gardiner does have one in his 
home. 

Senator Gore. A refrigerator was purchased for the director’s resi- 
dence. Then as I understand you, Mr. Ambassador, these deep 
freezers which were purchased for other uses have been used by Mr. 
Gardiner? Was that by your permission ? 

Mr. Dursrow. No, sir, I did not know about it until it came to my 
attention yesterday. 

Senator Gore. Was it by anyone’s permission, as far as you know? 

Mr. Dursrow. As far as I know, this was‘an internal administra- 
tive decision in USOM. 





DEEP FREEZERS NOT DECLARED AS SURPLUS 


Senator Gore. Were they declared as surplus? 

Mr. Dursrow. I don’t think so. 

Mr. Horxtns. No, but they were surplus to the field service. 

Senator Gore. Were there others who may have been entitled to 
deep freezers if they had been declared surplus? 

Mr. Hopkins. No, sir. 

Senator Gore. What disposition would have been made of them 
if they had been declared surplus to project 30—-99-000 ? 

Mr. Horxins. They possibly could have been made available to 
another project in the country that might have needed one, or they 
could have been made available to another USOM in another country, 
or sold. 

Senator Gorr. By whose determination would they have been de- 
clared surplus at the termination of project 30-99-000 ? 

Mr. Horxins. They would have to have been turned over to the 
disposal board. 

Senator Gore. By whose action ? 

Mr. Hopkins. The disposal officer. 

Senator Gore. I do not believe that is the answer to the question 
I had in mind. By whose discretion would they have been declared 
surplus? 

Mr. Horxrns. I believe the property officer who controls the prop- 
erty of the mission. 

Senator Gore. Is he here? 

Mr. Hopkins No, sir. He is not in the room at the moment. 

Senator Gore. Were they in fact surplus after the termination of 
this project ? 

Mr. Hopkins. To the field service project, they were; yes, sir. 
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TRANSFER OF DEEP FREEZERS TO DIRECTOR’S RESIDENCE 


Senator McGrr. According to the regulations, it appears the mis- 
sion directors are not limited to the items in attachment A. Would 
that mean that the mission director could have the refrigerator which 
is listed and such other items which 

Mr. Horkrns. Yes, sir. 

Senator McGer. He is breaking no regulation. He could have 2 
or 10, according to his discretion. 

Mr. Horxrins. According to his discretion. 

Senator McGee. But it is true that the discretion is his as to whether 
he adds to this list on attachment A, as long as he confines it within 
the $6,000 limitation? The issue is one of discretion, rather than one 
of regulation ? 

Mr. Horxrns. I would say so; yes, sir. 

Senator Gore. Is that, in fact, the case? Would an unauthorized 
use of property not pur chased for such purposes, not appear within the 
$6,000 limitation ? 

Mr. Hopxrns. Except that it is shown on the property list of that 
particular residence as items having been transferred to that location ; 
it would consequently show in there as such. 

Senator Gore. What was the cost of these deep freezers? 

Mr. Hopkins. $225 each, including packing and freight. 

Senator Gore. They are rather small deep freezers, } are they not? 

Mr. Horxrns. Yes, 8.9 cubic feet. 

Senator McGee. I assume they would not consider the other alter- 
native—shipping them home. They would either store them in the 
warehouse as they did these two or three, or find some other 

Mr. Horxins. There would be some other means endeavored to be 
found first. 

Senator Gore. If declared surplus to a project as terminated, they 
are then available for record assignment rather than to some other 
project, or for some other office, but no such determination was made 
and no such assignment was made in this particular case, but they 
are in use in the director's residence. Being small of size, two of them 
are in use there; is that correct ? 

Mr. Hopkins. Yes, sir. 

Mr. McGee. One other question. Is it conceivable that Mr. Gardi- 
ner would have, or would have been permitted legally under the regu- 
lations to have, ordered one or two or three deep freezers from this 
group or from the same sources? 

Mr. Hopxrns. Yes, sir. 

Senator Gorg. So this is the question here—whether this has been 
handled as a matter of record and as a matter of authorized transfer 
and use? 

Mr. Hopxrns. I believe it has been, sir. 








TRANSFER OF DEEP FREEZER FROM VIETNAM TO LAOS 


Senator Gore. I would like to clarify one item which I failed to 
clarify in respect to the deep freezers. Was the transfer of the deep 
freezers from Vietnam to Laos authorized ? 








270 SITUATION IN VIETNAM 

Mr. Horxtns. I wasn’t here when it happened. Laos needed two 
deep freezers. I do know, and it was at the request of Laos, that these 
were made available to them. We are being repaid for them. 

Senator Gore. This is a question of procedure. They were surplus 
to a project in Vietnam. Indeed, they were never used for that 
project. By what authority did the ICA office in Vietnam transfer or 
ship or permit a deep freezer to be taken to Laos and who took it? 

Mr. Hopxins. They were shipped up by this mission at the request 
of the mission in Laos. I don’t know exactly who. 

Senator Gore. Was this in consequence of an authorization to pur- 
chase such a deep freezer by some Government officials located in 
Laos? 

Mr. Horxtns. I have no idea of the use in Laos. They were sent 
there at their request and we are being repaid. 

Senator Gore. Do you know who used it? 

Mr. Horxrns. No, sir. 

Senator Gorge. Was there one or two shipped? 

Mr. Horxrns. Two, sir. 

Senator Gore. Would not the correct procedure have been in the 
case of these deep freezers to have declared them surplus to the project 
for which they were purchased and that their disposition would then 
be in consequence of a regulation procedure, rather than arbitrary 
distribution ¢ 

Mr. Hopxrns. I think it would have been more appropriate to fol- 
low normal disposal procedures. 


TRANSFER PROCEDURES BETWEEN GOVERNMENT POSTS 


Mr. Saxsattnt. I would like to comment on the transfer procedures 
between Foreign Service posts. 

When any post has an item which is excess to one post, we circu- 
larize by memorandum and say, “We have such-and-such excess items. 
Can you use them ?” 

The posts—A, B, or C—will come back and say, “We need such- 
and-such.” 

We will then transfer items to that post, change our inventory and 
show that it has been transferred from our inventory to theirs, and 
then we would assume that they were used in accordance with proper 
Government regulations. 

Senator Gore. Unless orderly procedures are followed with the 
termination of these projects in countries around the world, Govern- 
ment property may be arbitrarily disposed of and used by various 
posts and individuals. Does not the ICA office in Washington re- 
quire orderly procedure in this regard ? 

Mr. Hopkins. They were initially sent up there on a loan basis, 
but replaceable either in kind or by cash. We, of course, do not have 
need for them here and consequently do not want them replaced in 
kind. I agree it would have been more appropriate to have put 
them through the normal disposal procedures before they were sent. 


USE OF DEEP FREEZER SENT TO LAOS 


Senator Gore. Of course, two small deep freezers going to Laos 
are utterly unimportant in value in the context of the enormous funds 
involved in this worldwide program, but unless procedures are fol- 
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lowed for the use and disposition of Government properties, then 
there are possibilities of vast wrongs being committed. That is why 
I raise the question. 

I would like to ask Mr. Newhouse to direct a letter to the agency 
head in Laos and find out who is using these deep freezers, if their 
use by those persons has been authorized, and to make a similar inquiry 
with respect to all ICA heads in Washington. 

According to information received from the U.S. Operations Mission in Laos, 


the new Westinghouse freezer is in use in the Director’s residence. It was trans- 
ferred there on a replacement basis. 


The other older freezer is undergoing repairs and will subsequently be used in 
the mission commissary for the storage of meat and other perishable foods. 


INVENTORY CHECKS 


Senator McGrr. What inventory checks are made by ICA? Can 
they intercept or doublecheck this through inventory lists in Wash- 
ington ? 

{r. Hopkins. No, sir. 

Senator McGee. Where would those records be kept ? 

Mr. Horxins. They are maintained at the post; only in Laos. We 
have a record of shipping them there. They would have to show 
them as being picked up. 

Senator McGer. If they had ordered them from the States on their 
own, how would they have shown up for accounting purposes? 

Mr. Hopkins. They would have been added to property records 
when received. 

Senator McGrgr. They appear on their inventory lists now? 

Mr. Horxtns. They should. 

General Witx1ams. I would like to volunteer a statement. I don’t 
know what is behind your questions 

Senator Gore. I will tell you what is behind my questions. This 
is an attempt to ascertain the disposition and use of Government prop- 
erty. You must have had some question. 

General Witu1aMs. I did not know whether you were attempting 
to determine what furnishings had been bought out of aid in kind 
funds—— 


Mr. Dursrow. Aid in kind, sir. This has nothing to do with aid 
in kind. 
Senator Gore. Would you like to make your statement now? 


General Wixuiams. I have just made it. I misunderstood the 
Ambassador. 





PROCUREMENT OF POLICE RADIO EQUIPMENT 


Senator Gore. We will now go to the question of procurement. 
Mr. Newhouse will have some questions in that regard. 

Mr. Newnuouse. The first question involves the procurement of 
police radio equipment, which I understand has been suspended, Is 
that true, Mr. McCauley ? 

Mr. McCautey. Yes. 

Mr. Newnouse. In the future, will Brownell-Lane be disqualified 
for having Mr. Fozdar represent them in negotiations for such 
equipment ? 

Mr. McCautey. This is a question which has been raised because 
Mr. Fozdar worked for USOM. After he went to work for Brownell- 
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Lane, we issued him orders saying this was a conflict of interest and 
that they could not have him do any work on procurement in the elec- 
tronics field as a representative of Brownell-Lane. The final deci- 
sion as to whether they will be allowed to participate in this has not 
been taken. 

Mr. Newnovuse. Mr. Gardiner received a letter from Mr. Fuller, 
who represents the Summit Corp., dated July 2, protesting the par- 
ticipation of Mr. Fozdar in the bidding for this equipment. I want 
to know what, if any, action has been taken osedile the future 
negotiations on this work ? 

Mr. McCautey. Since the bidding has been suspended, I would 
believe it would require new bids at the time it is ever reopened. JT 
would like to ask Mr. Taylor to give an answer to this particular 
question. 


SUSPENSION OF PROJECT IMPLEMENTATION ORDERS 


Mr. Taytor. There were five of these PIO-C—project implemen- 
tation orders—suspended as a result of several meetings that were 
held in this room. Mr. Greenfield attended that meeting with the 
Michigan State University people and there were various factors 
that were considered. First of all, there was a new Public Safety 
Division being organized, new personnel were coming out to partici- 
pate in the civil guard, and other police programs. The question 
arose as to whether or not the specifications were restrictive or pre- 
clusive. There were other problems in connection with these project 
implementation orders such as, for example, the hiring of foreign 
technicians. The successful bidder was to supply technicians for 
1 year or more to train local personnel, instruct and assist in the 
installation of the equipment. Finally, this procurement became 
so involved that upon request from Mr. Greenfield, who is the pro- 
curement adviser at the Government Purchasing Office, it was con- 
cluded that it would be in the best interest of the project to suspend 
all of these procurement orders, There were several factors, not 
only any particular one. 

If we had gone ahead with the procurement, there would have 
been lots of difficulty. The result was that I wrote a letter to the 
Government Purchasing Office requesting them to take no further 
action on these procurement orders until further advised. My letter 
was dated August 17,1958. It was not whether or not there was any 
conflict of interest on the part of some of the bidders. Those factors 
really did not particularly enter into the decision. ‘Those five pro- 
curement orders amounted to somewhere around $1.5 million. They 
are still under suspension, pending a further review as to whether or 
not the equipment specified is in fact the equipment desired. 

Mr. Newnovse. Mr. Taylor, in August of 1958 were you advised 
of a letter that Mr. Gregory wrote to Mr. Barrows regarding this same 
type of equipment ? 

Mr. Taytor. The letter of 1958 had to do with another procure- 
ment. I remember the amount of the project implementation order— 
$270,000. I am generally familiar with that. I will try to answer 
any specific questions. 
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PRECLUSIVE SPECIFICATIONS CASE 


Mr. NewnHouss. Apparently I had the wrong impression. I thought 
it was the preclusive specifications case. 

Mr. ‘Taytor. I would say that was part of the reason, but not the 
entire reason. There were five orders and as I recall, the so-called pre- 
clusive feature applied to one of them. The charge of preclusiveness 
about which there was an article written in the Scripps-Howard news- 
paper was a different case. That is a 1958 case. Of the total of 
$270,000 that was set up for that procurement, $120,000 was canceled 
on the grounds that it was no longer required, so the result of that 
particular procurement was that instead of the purchase of $270,000 
worth of equipment, there was one order placed with the Westrex 
Corp., for approximately $73,000, and two other small orders making 
a total of about $90,000. That is the transaction about which Mr. 
Gregory was complaining. 

Mr. McCautey. On this particular transaction the mission director 
set up a committee to review the old transaction for this particular 
type of equipment. I understand that the report on this has gone 
forward to Washington and the general decision was that it was not 
preclusive. 

Mr. Newnouse. Not preclusive. Mr. Barrows, in responding to Mr. 
Gregory's letter, said the responsibility for contracts is strictly within 
the jurisdiction of the central purchasing agency of Vietnam. Mr. 
Taylor, as the person in charge of the project implementation orders 
in this mission, do you agree with this statement ? 

Mr. Taytor. The award of contracts is within the jurisdiction of 
the Government of Vietnam. On the face of all project implemen- 
tation orders, when Vietnam is the buyer there is the following state- 
ment which is required by ICA: “Specifications and special instruc- 
tions as agreed upon between USOM/VN and the Government of 
Vietnam.” That statement appears on the face of all project imple- 
mentation orders. The project implementation order itself is signed 
by the director of the central purchasing authority and the specifiea- 
tion approval sheet is signed by the Vietnamese project manager and 
the USOM technician and sometimes by the chief of the USOM divi- 
sion concerned. 


RESPONSIBILITY FOR PROCUREMENT 


Mr. Newnouse. Paragraph No. 1 of an ICA regulation on the sub- 
ject of “Procurement Policies for Nonmilitary Commodities” reads 
as follows: 

The USOM has two important functions in relation to the authorized agent: 
(1) selection (or approval of cooperating country’s selection) (2) advice and as- 
sistance to the agent selected. 

As a practical matter, Mr. Taylor, where does the chief responsi- 
bility lie? 

Mr. Taytor. There are two clearly defined functions: the prepara- 
tion of the procurement documents and the authorization of the pro- 
curement which includes the issuance of the project implementation 
order. When it reaches the Vietnamese Government for procurement, 
Vietnam takes over at that point. When we issue a project implemen- 
tation order they get 18 copies of the specifications. At that point 
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they take over and they follow the normal procurement procedure 
the same as a U.S. Government purchasing agency. 

Mr. Newnovse. But the mission does have a very clear responsi- 
bility for procurement, in your view? 

Mr. Taytor. Insofar as the specifications are concerned, yes, since 
ICA requires this statement on the project implementation order. It 
apnears to be a joint responsibility. 

Mr. Newnovse. Has the Government of Vietnam ever rejected one 
of the recommendations from the mission ? 

Mr. Taytor. With respect to specifications; they have. 

Senator McGee. Frequently ? 

Mr. Taytor. Not too frequently. We have cases where the director 
of central purchasing authority did not go along with the Vietnamese 
ministry concerned, and perhaps, in his opinion, the central purchas- 
ing authority director felt that the specifications were technically in- 
adequate and if he issued an invitation with such specifications, it 
would be difficult to evaluate the bids. Also the purchasing authority 
has in certain situations called to our attention discrepancies. 

Mr. Taytor. In an infrequent number of cases, particularly on large 
procurements, while they are not going to change the specification 
they will say, “We do not feel it to be adequate.” In recent months, 
they have been extremely cooperative because I have asked them to 
give us their opinion if they think there is something wrong with the 
specifications that might make the procurement difficult. 


REFUNDS ON PURCHASES 


Mr. Dursrow. This is an important area we have discussed in the 
country team, this general procurement. As I understand it, if the 
central purchasing authority purchases radios or tractors, et cetera, 
and we, the USOM, our auditors, or ICA, think it’s wrong, then we 
ean ask fora refund. Isthat not correct, Mr. Battleman ? 

Mr. BatrLeEMAN. Yes; wecan get the money back. 

Senator Gore. Have you gotten any back ? 

Mr. BatrLeEMAN. Something under $500,000. 

Senator Gore. Are there additional amounts of refund for which 
we are asking ? 

Mr. BatrLeman. Yes; a little less than $1 million plus an amount 
for local currency that we are asking for return. 

Senator Gore. What action has been taken with regard to that ? 

Mr. Batrteman. We have had further talks with the Vietnamese 
Government. 

Senator Gore. What response have you had ? 

Mr. Batriteman. That is another thing that Mr. Gardiner is going 
totake up. They are slow. 

Mr. McCattey. I have one more point to bring up. After bids are 
in, on complicated bids at present, the purchasing authority has been 
asking for the help of our technicians to review the bids to see which 
really meet the specifications. 


EVALUATION OF PERFORMANCE IN PROCUREMENT AREA 


Mr. Newnovuse. Mr. Taylor, when did you arrive? 
Mr. Taytor. I arrived July 20, 1957. 
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Mr. Newnuouse. In your experience would you say the mission has 
fulfilled or discharged its responsibility in the procurement area? 
How would you evaluate their performance since you have been here ? 

Mr. Tayrtor. When I first came here the position which I now hold 
had been vacant for 6 or 8 months. I came from Karachi. The proce- 
dure was that the technicians simply made up the specifications or 
project implementation order and they would process that through 
fiscal channels and it would go directly to the Vietnamese Govern- 
ment. ‘Then I became interested in better documentation. I would 
say that with respect to whether the mission has accomplished their 
objective, a lot of progress has been made. In 1957, procurement 
responsibility in the mission was not centralized and I think we def- 
initely have made good progress. 

Mr. Newnovuse. How has the mission made progress ? 

Mr. Taytor. First of all, we certainly have better specifications and 
that I think has been the biggest help—better documentation. Origi- 
nally back in 1957, due to improper documentation and misunderstand- 
ing with respect to U.S. standards on the part of USOM technicians, 
there was a lot of trouble with the Central Purchasing Authority. 

Mr. Newnovse. Is this something you have seen in other missions? 

Mr. Taytor. I would say it is universal in ICA. Last winter I was 
on temporary duty in Washington—I worked in the office of Harry 
Dreany who is concerned with this problem worldwide. The problem 
is definitely universal. 

Mr. Newnoouse. Is it inadequate training? What is the source of 
the problem ? 

Mr. Taytor. It is the lack of proper orientation in ICA, Washing- 
ton—that is not only my opinion but the opinion of many other pro- 
curement officers with whom I have discussed the problem. I believe 
our Industrial Procurement Division in Washington recognizes the 
problem but has not been able to do anything about it. 


IMPROVEMENT IN STANDARDIZING AND WRITING SPECIFICATIONS 


Mr. Newnovse. Do you think the progress made here reflects lessons 
that people here have learned? I wonder what sort of lesson you have 
learned that could be applied elsewhere ? 

Mr. Tayror. I started an education program in January 1958, be- 
cause we were having many congressional complaints—foreign terms 
were being used in violation of the requirement of U.S. standards. 
Mr. Barrows requested that I get together all the data I could on this 
to put in a guide for the technicians; and by working closely with the 
technicians, we have been able to improve the situation. The specifica- 
tion problem falls into two distinct categories. One category—such 
as tractors, office furniture, adding machines, and so forth ete.—for 
which we have U.S. standard specifications. In my office we have a 
set of American standards published by the American Standards As- 
sociation, a set of American Society for Testing Materials, U.S. Fed- 
eral Specifications, copies of General Services Administration open 
end contracts. These take care of approximately 80 percent of the 
procurement and in this respect we are in good shape. The other 20 
percent falls into the category of such specialized items as radio trans- 
mitting equipment, police communication systems, bridges, and other 
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specialized equipment requiring the services of specialists in their par- 
ticular fields to write or assist in the writing of the specifications. 

Mr. Newnovuse. What about the so-called Krupp-type steel bridge 
case? Where cloes that lie? 

Mr. Tay tor. In such cases we have engineers who assume the re- 
sponsibility for the specifications. I do not assume any responsibility 
for specifications for such items but on the ordinary standard equip- 
ment and supplies we now have few complaints about specifications. 
Complaints eine the past year or so have been almost entirely on 
highly specialized equipment. The technicians realize we have a cen- 
tral control, and as a result I think our procurement is in reasonably 
good shape. 

Mr. Newnovuse. Do you have the responsibility for the project im- 
plementation orders that are drawn up in the mission ? 

Mr. Taytor. Authority in redelegated to me by the mission director 
which includes signing and issuing project implementation orders. 
When I sign an order it means I have obtained certification of the Con- 
troller that the funds are available; I have obtained the signature of 
the USOM technician; the technician has obtained the signature of the 
Vietnam Ministry official concerned and that to the best of my knowl- 
edge the document is in proper form for issuance. As to whether the 
item is actually required in the project, Iam not responsible. We have 
initiated a series of standard practice instructions. I think we have 
issued seven of these for the information and guidance of technicians 
with a view to placing more responsibility on the USOM technicians 
and their Vietnamese counterparts. 


TRAINING FOR ASSUMING RESPONSIBILITY OF PURCHASING 


Mr. Newnovuse. As a practical matter you have the responsibility. 
Was that the case when you arrived ? 

Mr. Taytor. That the specifications are in proper order for world- 
wide bidding; that they are not restrictive but technically adequate. 
In other words, I put the raw draft specifications into purchase spe- 
cifications. 

Mr. NewnHovse. When you arrived, who was exercising this respon- 
sibility ¢ 

Mr. Taytor. There was no central responsibility. 

Mr. NewnHouset. How many other missions have you worked with? 

Mr. Tayvor. I have worked with one other—Karachi. 

Mr. Newnouse. What wasthe situation there / 

Mr. Taytor. It was worse. 

Mr. Newnouse. What sort of training did you have before going 
to Karachi? 

Mr. Taytor. I did not have any—I learned the hard way. 





PROCUREMENT PROCEEDINGS 


Mr. Newnouse. How is ICA procurement set up in Washington ? 

Mr. Tayi or. There actually is no procurement set up as such. They 
have what is called the Industrial Procurement Division headed by 
Mr. Harry Dreany. As I understand the functions of the Division, it 
coordinates the ICA procurement activities and monitors the procure- 
ment operations of the "SOM’s. 
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a Gore. Doesn’t ICA do lots of purchasing / 

Mr. Taytor. Not as such. 

Senator Gore. What do you mean “as such”? 

Mr. Taytor. They call it the Industrial Procurement Division but 
they do no procurement. 

Senator Gorr. You mean the Washington office does it? 

Mr. Taytor. That is right. We do some in the mission. The ICA, 
Washington office, primarily concerned with specifications is the In- 
dustrial Procurement Division. The issuance of project implementa- 
tion orders is the responsibility of the ICA Controller. 

The ICA Office of Small Business furnishes U.S. industry with 
ICA procurement information. The ICA, Washington, Public Ad- 
ministration Office conducts courses on procurement and supply for 
participants from countries receiving foreign aid. 

Mr. McCavtey. The ICA procurement is taken care of by other 
agencies now such as the General Services Administration, and so 
forth, and is one point Mr. Taylor has not brought out. Another 
point is the Central Purchasing Authority is a comparatively new 
organization. 

Mr. Newnovse. I wish you would outline it since it went into 
effect. 

Mr. Taytor. Mr. Greenfield would be qualified to do that. 

Mr. Newnovuse. What observations do you have on this procure- 
ment—should it be centralized ? 

Mr. GREENFIELD. I have no observations so far as ICA. 


SERVICING FACILITIES FOR PURCHASED EQUIPMENT 


Mr. Newnovse. I would like a comment on the so-called Brownell- 
Lane clause, which would require a servicing capability from each 
importer of machinery and technical equipment. 

Mr. Taytor. This, Mr. Greenfield is very familiar with. This is 
simply a matter of purchasing the equipment, having it arrive and 
no one here to service it because the low bidder did not have the 
ability to service it and see that it was put in proper running order. 
ICA, Washington has two standard clauses which stipulate that the 
bidder must have spare parts and servicing facilities. But the whole 
thing is killed by this statement “or upon receipt of the material 
will ‘provide such services.” By adding that we lose effectiveness. 

Senator Gore. You go up the hill and come down again. 

Mr. Taytor. I have discussed the problem of spare parts and serv- 
icing facilities with Mr. Dreany of the ICA, Washington, Industrial 
Procurement Division. While Washington and this mission agree 
that this isa very important factor to consider in connection w ith. the 
purchase of equipment requiring such facilities, Mr. Dreany com- 
mented on the fact that there have been complaints from U.S. firms 
when the provision was strictly enforced. I understand that in some 

‘ases complaints in this connection have been made to Congress on 
the grounds that such provisions precluded the sale of U.S.- produe ed 
equipment in certain aid countries. 

Mr. Newnouse. Speaking of the Brownell-Lane clause, it is to some 
extent in conflict with regulation No, 1. 

4457960. pt. 2-4 
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Mr. McCautry. We do not find the clause as used particularly ef- 
fective because it involves the part of spare parts or services avail- 
able and you are never sure they are going to. This clause as now 
used is not particularly effective as far as we are concerned because 
it allows an outside bidder to bid on the supposition he will install 
the service and have spare parts. He may or may not do it. In the 
meantime, you have the equipment. 

Senator Gorr. You mean ICA, Washington, is obligated to pay 
for it? 

Mr. McCautey. You may have a firm not specifically skilled in 
this equipment. I think when he once issues a purchase order 

Senator Gore. This serves to illustrate a feeling that I now have 
had for days, that some of the questions we have with respect to the 
program here in Vietnam can very probably be directed to the admin- 
istrative heads in Washington. This may serve as a field survey ex- 
ample which I hope will prompt some improvement in Washington as 
well as otherwise. 





AMERICAN IMPORTING FIRMS 


Mr. Newnouse. We spoke about Brownell-Lane; they are the only 
licensed American importer appearing on the list of the top 
20 in terms of volume in Vietnam. And they appear twice—as 
ENGINECO and Brownell-Lane. How have they managed to dis- 
place older and more experienced firms? 

Mr. McCautey. I have been down to their shops; they have a very 
modern setup, they have imported parts necessary for the equipment 
they sell, they are keeping a good stock on hand and they have 
brought in local technicians who are qualified, or outside technicians. 
I think that perhaps explains the matter. 

Mr. Newnovuse. In your opinion, it doesn’t necessarily have any- 
thing to do with services that Mr. Lane might have performed in 
earlier years here ? 

Mr. McCautey. If I understand the matter correctly, they are or 
were the low bidder at the time of contract letting. 

Mr. Newnovuse. Do we know the source of the funds behind their 
large investment ? 

Mr. McCautrey. No, I don’t know the source. 

Mr. Newnouse. Do we keep dossiers on American businessmen 
here? I’m thinking of those who were formerly employed with the 
American Government; for example, Gregory Lane. 

Mr. McCautey. I am sure we would have a record of who they 
were. I don’t know how full or complete. 

Mr. Dursrow. I don’t think we have any record in the sense you 
mean. [ Deleted. ] 


FAVORITISM IN LETTING CONTRACTS 


Senator McGee. John, what you are getting at is that former Gov- 
ernment employees who go into private business relations would have 
acquaintances and readier access to getting contracts. 

Mr. Newnovse. Yes, that’s it. 

Mr. Dursrow. We have given the committee a record already of all 
the people we know who have worked previously for the U.S. Gov- 
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ernment. We gave the record to Mr. Marcy. There might be some 
we didn’t know about. 

Mr. Newnovuse. We had that in Washington but it is only a record 
of those who are here now. 

Senator McGrr. There is an implication that Brownell-Lane’s ear- 
lier connections might account for his early rise. 

Mr. Newnouse. Mr. Gregory is the same. 

Senator Gore. If it has” happened here, it has happened in other 
places before, including Washington, but it is something against which 
administrators of Government programs must be on euard. Would 
you say, Mr. Ambassador, Mr. McCauley, General W illiams, that 
you are aware of the possibilities, and that you are on guard against 
favoritism that might result from this assistance ? 

Mr. Dursrow. We are very conscious of it and we are on guard 
against it. There is the case of Mr. Fozdar. He came back to town 
after joining Brownell-Lane and came to see Mr. Gardiner. Mr. 
Gardiner made it clear to him (and he came to see me as well and 
complained about Mr. Gardiner) that Mr. Fozdar couldn’t deal with 
USOM and that the fact that he had hired him might make it difficult 
for Brownell-Lane to get business. When he complained to me about 
it I told him exactly the same thing. 

Senator Gore. In other words, not only you but Mr. Gardiner. 

Mr. Dursrow. Yes. Mr, Gregory, on the other hand, has been here 
for much longer than the 2-year period. He has been out of USIS 
since 1954. 

DOSSIERS ON AMERICAN BUSINESSMEN 


Senator McGrs. Without dossiers on businessmen would there be 
a chance for slip-ups ? 

Mr. Dursrow. Sure there could be. Somebody, for instance, who 
was working here and left his U.S. Government job in 1954 would 
be beyond the statute of limitations anyway. 

Senator McGer. You will be replaced in the rotation of service. 
How do you provide a check on this / 

Mr. Durrrow. Not everybody leaves when I leave and other per- 
sonnel come back from home leave and a second tour. Some people 
have been here much longer than I have been. Actually we have 
gotten a list up from the memory of those who have been here for 
several years. 

Senator McGrr. Then you have prepared an informal dossier ? 

Mr. Dursrow. Yes, sir. 

Senator McGee. I want the record to show that you didn’t leave 
it to chance. 

Mr. Newnovse. Do you have any information of any American 
businessmen operating in Saigon, supervising or connected with com- 
panies doing business here, having been expelled from this country, 
or declared persona non grata either by French authorities, American, 

‘at the request of the Vietnamese / 

rm Dursrow. I heard a report about this before you arrived. I 
checked back on the individual you probably have in mind. We havea 
record of this fellow being here. He was not a direct-hire American 
employee. He was under contract. I couldn’t get specific information 
that he was ordered out, but I got conflicting. rumors. 

Mr. Newnouse. How did they ‘conflict 4 
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Mr. Dursrow. He got along with the French but the Vietnamese 
didn’t like him, or the French 0 or the Americans didn’t like him— 
I just don’t know which way it wa 


IMPORTATION OF PHARMACEUTICALS 


Mr. Newnousr. Does ICA finance the importation of pharma- 
ceuticals ¢ 

Mr. Rirenie. Yes. 

Mr. Newuniouse. I understand there are three large European com- 
panies who dominate tliis field. They are said to receive rebates in 
the form of advertising allowances. This is supposedly because the 
Government of Vietnam prohibits bringing in samples. It is also 
alleged that they “load” the prices of pharm: wceuticals coming in under 
the program. Does the mission have information about this / 

Mr. Dursrow. I have never heard of it. 

Mr. Rircnie. I cannot give you any categorical answer as to 
whether this has happened. I can say that the Direcior General's 
office of the Vietnamese Government is very conscientious about 
scrutinizing all applications for import licenses to see that ICA regu- 
lations are comphed with including the matter of competitive prices. 
That is done in several ways—partly by reference to world market 
prices, by reference also to previous purchases of the commodities 
right here. If it looks out of line it is turned down and the importer 
does not get the license. This doesn’t guarantee that there are no 
violations. Certainly, I think I can say that a careful conscientious 
operation is conducted there to see that prices paid are not out of line. 
But this is no 100 percent proof. 

Mr. Newnovse. No complaints from other businessmen regarding 
the alleged price fixing of pharmaceuticals ? 

Mr. Rirente. There was one I heard about indirectly in one case 
there might have been that sort of thing going on. We are tracking 
that down. : 

Mr. Dursrow. Mr. Ritchie, how long have you been here / 

Mr. Rrrenie. Two months. 

Mr. Dursrow. Mr. Dunaway and Mr. Welbert have been here long- 
er and perhaps are better qualified to tell about the past. Mr. Dun 
away, do you know of anything ? 

Mr. Dunaway. I don’t know of any. 

Mr. Wetzert. No complaints at all except the one you heard about 
this week and we got it from the same source. 


IMPORT TRANSACTIONS AND COUNTERPART RECEIPTS 


Mr. Newnovuse. Mr. McCauley, I asked about the number of in- 
cidents in which the Government is the licensed importer for LCA- 
financed imports. Have we had any complaints about the receipts of 
such actions failing to get into the counterpart fund ? 

Mr. McCavc ey. The question is whether the Government imports 
itself for its own use through the commercial import program. | 
have heard of none; I would like to check with Mr. Battleman. 

Mr. Barrieman. We have two types of transactions. In those 
cases where the Government imports for its own use they put up 35 to 
1 and no customs. 
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Senator Gore. The Government itself puts up the 35 to 1 but does 
not charge itself customs. 

Mr. BatTLeMaNn. Right. Secondly is the sales proceed basis where 
they buy for subsequent sales. In that case, they do put up the 35 
to 1 plus customs plus taxes. 

Mr. Newnouse. What about the case of the coal and clamshell 
buckets ¢ 

Mr. Barrteman. They come under the second category. If the 
proceeds are less than the commensurate value of the dollar the Gov- 
ernment puts up the 35 to 1. In the case of the buckets where it 
dropped below the 35 to 1 we have billed them at 35 to 1. 

Mr. Newnovse. I received information that the auditor had re- 
ceived a complaint that a certain portion of the piasters didn’t get 
into the counterpart and were funneled into the Vietnam Government 
revenue and that this auditor had recommended that Vietnam be dis- 
qualified as being a licensed importer. 

Mr. BatrLeEMAN. The Vietnam Government didn’t allow us access 
to the port area to look at those buckets. As far as coal is concerned 
they were billed at 35 to 1. 

Mr. Newnovse. Is this the only such example? 

Mr. Battriteman. Silk is another example. 

Mr. Newnouse. What about the auditor’s recommendation ? 

Mr. Barrteman. I don’t remember that. 

Mr. Newnovse. I was informed that the auditor on this transaction 
recommended that henceforth the Government of Vietnam not ex- 
ercise the function of licensed importer. 

Senator Gorr. Please state his name. 

Mr. Barriteman. Dewin Wade. I suggest we get the report out and 
look at it. 

Senator Gore. You raise my curiosity about coal buckets. The 
Vietnam Government refused to allow him to inspect coal buckets. 

Mr. Barriteman. This is in the port area and this is all part of the 
problem. 

Senator Gore. This is another instance of the lack of cooperation of 
the Vietnamese Government in not allowing the U.S. Government to 
have an accurate audit of the counterpart funds generated by imports. 
Is that correct ? 

Mr. BarrLteMan. Yes, sir. 

Mr. Newnouse. What is your reaction to the suggestion that if all 
imports were funneled through normal channels- 

Mr. BatriteMan. I don’t remember that suggestion. I will have to 
get the report out and look at it. I do remember the coal buckets and 
that the proceeds were less than 35 to 1. The sales proceeds earned 
by the Vietnamese Government were less than the commensurate value 
of 35 to 1. Under the bilateral agreement we then billed them under 
35 to 1. 

Mr. Newnovse. Have they responded ? 

Mr. BarrteMan. Yes, sir. 

Senator Gorr. How? 

Mr. BarriemMan. By putting it into the counterpart fund. 

Senator Gorr. Congratulations. 
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EXCESS BUSINESS MACHINE AND TEXTILE STOCKS 


Mr. Newnovse. I wonder if you would comment on the following 
statements that appeared in a magazine article published in the United 
States last year: 

Vietnam had a stock of typewriters sufficient to cover its needs for 5 years, 
and a stock of caleulating machines (including 450 electric calculators) sufficient 
to cover its needs for 8 years. Neither of these can be successfully stocked for 
so long a time. 


And: 


in the field of textiles * * * there has been a disastrous price slump, with 
goods selling far below cost. Stocks on hand are sufficient to give about two 
suits of clothes to every Vietnamese man, woman, and child, not counting an 
additional 23 million yards of cloth, which were due to arrive by the end of 
March 1958. 

What, if any truth, is in these statements ? 

Mr. McCavzey. We would have to check to find out. 

Mr. Dursrow. I could add one thing to this. Shortly after I ar- 
rived here, they were going into a deflationary situation—they had 
too many textiles, for instance. This was discussed in the country 
team, and the explanation given to me at that time was this: 

The year before, in 1956, importers would ask for an import license 
for 2,000 meters but would get onhy 500. Later they were asking for 
6,000 and hoping they would get 2,000. Then the Vietnamese Gov- 
ernment changed its policy and issued all licenses to import the amount 
asked for but which were not really needed to meet market demand. 
That explains why this nn of dress goods was on the market. 

Senator Gore. Meanwhile, we paid for it. 

Mr. Dursrow. It was sold eventually and we got our counterpart 
peyment, We didn’t lose on that. The poor fellow who had it in 
1is store got stuck on that one. 

Senator Gore. We got stuck, too. If we provide commodities not 
needed by people for the economy of Vietnam, the taxpayers of the 
United States get stuck. That illustrates once again the necessity of 
having an end-use audit. 

Mr. Dursrow. We knew about this, Mr. Senator. 

Senator Gort. Do you know whether there i is an excess supply of 
calculators, adding machines, typewriters, et cetera ? 

Mr. Dursrow. I do not know. 

Mr. Weteert. What is the basis for the statement that typewriters 
and calculators are in adequate supply to last for 8 years? Isn’t that 
statement rather arbitrary? There is no oversupply of typewriters. 
There is a shortage on certain brands. 

Senator Gorge. Do you know how many—what supply is on hand 
in the warehouses ? 

Mr. We zerr. No, we don’t know exactly the figure, but we do 
know importers buy typewriters now at a high cost of exchange and 
wouldn’t do it if there were an oversupply in the market. 

Mr. Newnovuse. Are textiles on the present import list ? 

Mr. Wetzert. Not as of November; only yarns. 
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INSPECTION OF SUPPLIES IN WAREHOUSES 


Senator Gore. Coming back to business machines, are you allowed 
to examine the warehouses to find out the stockpile of business 
machines ? 

Mr. Wexpert. Yes, for end-use checks. 

Senator Gore. What is your answer to that, Mr. Battleman? 

Mr. BatriteMAn. Not in bonded warehouses. 

Senator Gore. Mr. Welbert, what did you mean by your answer? 

Mr, Wexserr. In the hands of importers or retailers, in private 
channels. 

Senator Gore. What about the bonded Government warehouses ? 

Mr. Wetzert. I don’t think there are any. 

Senator Gore. How do you know? Is this an opinion or do you 
have information on it? 

Mr. WexsBertT. Opinion. 

Senator Gorr. What is your opinion ? 

Mr. BarrteMan. We don’t know. 

Senator Gore. You don’t know. 

Senator McGee. Is your opinion based on the market exchange 
right now? 

Mr. Wexpert. On market supply. 

Senator Gorr. That is the basis for your opinion, that there is no 
great excess of this equipment ? 

Mr. Wetzert. I know importers of well-known brands are short in 
stock right now. 

Senator Gore. You don’t know how many of the well-known or off- 
brands are in bonded warehouses ? 

Senator McGer. Would there be any reason for storing these ma- 
chines in Government bonded warehouses and not releasing them to 
the market ? 

Mr. McCautey. Not if there is a market for them, and apparently 
there is one. 

Senator McGee. What this suggests is while this may be your 
opinion, it involves some valid reasoning. 

Senator Gore. In view of the fact that this question has been 
raised—a question on which I have no information—since it has been 

raised, would you not think it proper that inquiry be made of the 
Vietnamese Government as to stoc kpile of business machines in bond- 
ed warehouses ? 

Mr. Dursrow. I never heard of that: particular item until now. 
What Mr. Welbert meant by the high rate of exchange, importers put 
up 85 piasters to the dollar. This means there’s a market for a com- 
modity purchased with such high cost exchange. Purchasers are will- 
ing to pay the price. The V ietnamese Government would not keep 
such an item in a warehouse if it would bring in 85 to the dollar on the 
market. 

Senator Gore. You make inquiry, please. 

Mr. Bartteman. I said I don’t know, but we have gotten recently— 
about a month or so ago—a list of items in bonded wi arehouses but the 
description is very general and only by actually going in and check- 
Ing can we see if there are typewriters or adding mac hines. 
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Mr. We bert. I would like to add for the record that typewriters, 
calculators, and office machines have been declared ineligible for ICA 
financing as of January 1958. 
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VIETNAM BALANCE OF PAYMENTS 


Mr. Newnouse. One final question before we close out on this: Are 
imports covered by exports increasing or decreasing annually? Has 
the Vietnamese balance payments gap widened or narrowed in the 
last 3 years? 

Mr. Dursrow. Narrowed. This year they are selling about 270,000 
tons of rice. They have also increased rubber sales a bit. I will have 
to ask—who’s an expert on that ? 

Mr. Smirn, It is narrowing. I can give you the figures. 

(The table referred to follows :) 


Balance of payment for past 3 years—Deficit on goods and services 
{In millions of U.S. dollars] 


Year: 
OE sil thidie niet ada eiseti nc ienness cicee ieie ines TCO OR OER ht vere ee J ee tk SEES 1N yb 235 
sa ghee th hikes PR ble. wll Reeded Socdccabdnmct abt be hth Din ct Lib ol on: didlos uasectadiclonexchctbule os 1ST 
Ne os een eel amet abate 174 


HIGHWAY CONTRACTORS AND INSPECTION OF PROJECT 


Senator Gore. We now come to another major area of inquiry, that 
is, highways. In connection with a study of highway contracts, per- 
formance of contract, the committee staff “developed some information 
that a highway contractor had supplied an automobile to one or more 
people in ICA, and I state that as a matter of information that has 
come to us. I would like to ask you, Mr. Ambassador, if you know 
of one or more instances of this kind ? 

Mr. Dursrow. This was brought to my attention by Mr. Marcy 
and Mr. Valeo. I had not heard of it before. I understand USOM 
submitted a memorandum to you, Mr. Newhouse. 

Senator Gorr. We have it, and I will read it: 

In addition to the vehicles provided under the administrative funds and 
technical support funds, transportation for technicians is also provided by funds 
available in specific projects. 

( Discussion off the record.) 

Senator Gorr. That is the statement. It would appear to me irreg- 
ular. I say “appear to me.” I make no final conclusion. But after 
my first reading of this statement, it would appear to me an irregular 
practice for a contractor with a highway contract to furnish an auto- 
mobile, which in fact is paid for by the U.S. Government, to an em- 
ployee of the U.S. Government and particularly to one who is em- 
ployed. as a highway adviser for inspection purposes... Do you wish 
to make a statement ? 

Mr. Dursrow. The matter was brought to my attention. I was 
told that is according to usual practices of USOM’s around the world. 
I was told that, they have other projects and had vehicles similarly 
assigned to permit ¢ advisers to supervise whatever work is being done 
on his particular project. 
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Senator Gore. We are not making inquiry of USOM’s around the 
world. This inquiry concerns operations here in Vietnam. Who is 
the highway adviser for inspection purposes ? 

Mr. McCavtry. Mr. Smith, chief highway adviser. 

Senator Gore. Has this automobile been assigned to you? 

Mr. Smiru. Yes, sir; assigned by the Government, a program ve- 
hicle that is used on the project. 

Senator Gore. What official of the U.S. Government assigned this 
car to you? 

Mr. Smiru. No one inthe U.S. Government. 

Senator Gore. Who did provide this car, assign this car to your 
use ¢ 

Mr. Smiru. It was assigned and agreed to by the Government of 
Vietnam. This was a program vehicle. 

Senator Gorr. The Government of Vietnam. Did Johnson, Drake 
& Piper have the contract 4 

Mr. Smirn. That iscorrect. The contract is between 

Senator Gore. Did the contractor make the car available to you, or 
the Government of Vietnam ? 

Mr. Smirn. The Government of Vietnam. Three cars are involved. 
The Government has one and I have one. The third one is the project 
manager’s, that the contractor has. These were bought before there 
was a contract, sir. 

Senator Gore. They were bought by the Government ? 

Mr. Smrru. Before there was a contractor. 

Senator Gore. By what authority do you, an employee of the U.S. 
Government as inspector-adviser on a USOM highway project, accept 
the use of a car from the Government of Vietnam ¢ 

Mr. Suirn. Well, I have to supervise the contractors, all of them, 
sir, and advise the Government. 

Senator Gorr. That was not an answer to the question. Do you have 
authority from any of your superiors to accept the use of an automobile 
from the Government of Vietnam ? 

Mr. Smiru. I don’t recall any specific authority, sir. Although it is 
known 

Mr. McCautry. When the projects were set up, it is general to put 
in transportation for the advisers concerned. This transportation then 
is furnished for this particular individual. You see, here we have 

Senator Gore. Mr. McCauley, I haven’t raised the question as to 
whether the highway inspector or adviser should have transportation 
with which to perform his duties. I assume that would be necessary. 
But it would appear irregular for either the contractor or the Govern- 
ment of Vietnam to furnish such tr ansportation. I take it that Mr. 
Smith would be entitled to transportation to perform his duties. Is 
that correct ? 

Mr. McCautry. That is correct. 











USE OF VEHICLE PROVIDED BY GOVERNMENT OF VIETNAM 


Senator Gorr. According to this statement, the car is not only for 
the oe of official duties, but it is to have for travel between 
home and work 

Mr. Smith, do you keep the car all the time? 

Mr. Suiru. No, sir. 
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Senator Gore. Where is it stored ? 

Mr. Smiru. It is stored in the motor pool—the contractor’s motor 
ool. 

Senator Gore. Does the contractor furnish automobiles to the 
Government of Vietnam other than for the performance of the high- 

way contract ? 

Mr. Smiru. When it is a project vehicle. Capitol Engineering 
Corp. has some cars; Johnson, Drake & Piper has some, and ‘the Gov- 
ernment has some. 

Senator Gore. Do you possess a car of your own ? 

Mr. Smiru. Not at the moment, sir. 

Senator Gore. This one is available for your use at your own 
discretion ? 

Mr. Smirn. For any official use. 

Senator Gorr. Well, has its use to you been refused for any pur- 
pose ¢ 

Mr. Soiru. No. 

Senator Gore. How long has it been assigned to you ¢ 

Mr. Soir. Approxima itely—between a year and a half and 2 
years. 

Senator Gore. Do you drive it yourself ? 

Mr. Smirn. No, sir. 

Senator Gore. Who drives it ? 

Mr. Smirn. A driver. 

Senator Gorr. Who furnishes the driver ? 

Mr. Smirn. The contractor. 

Senator Gore. The contractor ? 

Mr. Smirnu. Yes, sir. 

Senator Gore. Mr. Ambassador, was this practice known by you? 

Mr. Durprow. I understand that that was acceptable under ICA 
regulations. 

Is that correct, Mr. Hopkins? 

Mr. Hopkins. There were several cars 
That’s normal practice. 

Senator Gore. ICA regulations permitted this kind of practice? 

Mr. Hopkins. They permit the purchase of vehicles as required by 
technicians on the project. 

Senator Gore. That is not answering this question. 

Mr. Hopkins. The ICA regulations permit the procurement of 
vehicles of various types for carrying out work of the peas in 

cases where needed. Those vehicles are to be used by U.S. ICA 
technicians. 

Senator Gorr. Do you have a copy of that regulation ? 

Mr. Horxrns. I think I can dig it up for you. 

Mr. Dursrow. Dig it up. 

Senator Gorr. We will wait until you can get it. 

Senator McGee has concentrated on the question of highways, high- 

way contracts, performance of contracts, and I would like to defer to 
him to interrogate at this point. 





all in the same category. 


HIGHWAY PROGRAM 


Senator McGer. I have only taken this on as a means of gaining 
information. Senator Gore was involved in such a program in the 
United States. There are four or five basic questions that the staff 
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has brought to our attention that focus on phases of the highway 
program. First, by way of getting the focus, how was the highway 
program envisaged? Was it envisaged as a military operation, or 
were the highways to serve economic purposes primarily? The criti- 
cism, or much of it, has centered on this issue. Who, Mr. Ambassador, 
can answer ? . 

Mr. Dursrow. I will open up on that one. As I understand it, 
back in 1954 and 1955, the first thing needed was to get some com- 
munication operating here in given areas in the countryside. 

Senator McGee. Fundamentally, for security reasons ¢ 

Mr. Dursrow. For both economic and security reasons, The lat- 
ter concerned Communist danger. The immediate thing was to get 
roads open in order to circulate for both military and economic rea- 
sons. It was decided to prepare as many of those main communica- 
tion lines—the important ones—as possible, and then the Vietnamese 
Government and others decided in the first instance, in about 1955, 
to rebuild route No. 1, the old French coastal road up to the 17th 
parallel. It is a coastal road, and that was the original first priority 
agreed to by the Government of Vietnam and by the USOM and the 
rest of us. It made sense. 

Then, for two other reasons—I am just as responsible; I agreed 
to this—after discussing it over at long length in the summer of 1957, 
3 months after I arrived, it was decided to change the priority from 
the coastal road, route No. 1, to the present priorities. These are to 
build a road from here to Bien Hoa to break the bottleneck of the 
one-way bridges for the railway and automobile traffic; to build a road 
from the coast up to Banmethuot; and then later to build a road from 
the coast at Qui Nhon up to Pleiku. This was done for strategic 
reasons, military reasons, economic reasons, and also for social 
reasons, President Diem decided in the late winter of 1957 to start 
his resettlement villages in the high plateau and with that decision 
made, road communications were important from an economic and 
social point of view. 

I will call on General Williams to talk about this road decision, per- 
haps saying something about the previous period when route No. 1 
was first priority. I take it, General Williams, you were not partic- 
ularly enthusiastic about just rebuilding route No. 1 and you felt, for 
military and other reasons, it was essential to build the Bien Hoa 
Road, route No. 21, first, and route No. 19, second. President Diem, 
in discussing this problem, wanted us very much to build route No. 
19 first, further up the coast, but for other reasons, strategic, military, 
economic, we insisted on doing route No. 21. 

General WinutaMs. I think you have stated it pretty clearly, Mr. 
Ambassador. When I came here, I was told that priority was High- 
way 1 from Saigon to Hue. I agreed with this as far as Bien Hoa. 
The highway they referred to here as the Saigon-Ben Hoa High- 
way is Highway 1. That is the start of the highway. Highway 1 
going up to Hue is not suitable for military traffic. This road was 
destroyed during the war and can be destroyed very easily by half 
a dozen people at any time. Because of the configuration of the 
terrain I was in favor of having the roads go from sea coast up 
to the high plateau and so recommended. There were two roads 
this could be done on—the road from Nhatrang to Banmethuot 
(Highway 21) and also the road from Pleiku further north which 
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is Highway 19, down to the coast. As the Ambassador says, President 
Diem at one time thought we should build Highway 19 first. I thought 
we should not. There was quite a bit of discussion over it and it 
ended up with building Highway 21 first. Although the reason for 
this could have been principally military at the time, and I would 
say it still is highly important militarily but not primarily. That 
road has had a great effect on the economy of this country and has 
helped considerably in the building up of the Pleiku area. I don’t 
believe I can add any more. 


NEED FOR ROUTE TO SUPPORT MILITARY TRAFFIC 


Mr. Dursrow. I do think it would be important for the record to 
say that you feel, from a military point of view, that there is really 
not a road out of Saigon until the Bien Hoa Highway is completed. 

General WitiiaMs. There is no road out of Saigon now that could 
take care of heavy military traffic and will not be until Bien Hoa High- 
way is completed. 

Senator McGrr. That road going up the west side of the country, 
there is not sufficient surfacing on it, is that the point—to support 
military vehicles? 

General Wituiams. That is right. That is Highway 14. It is 
rapidly getting in that condition from Banmethuot on north as far 
as Kontum. 

Mr. Dursrow. I think one of the things not brought out yet is that 
many of the bridges were blown up, and if not blown up, could not 
take loads necessary for moving military equipment. The bridges on 
Highway 14 are for about 5 or 10 tons only. 

Senator McGrsz. On Route 21, when your judgment. prevailed, I 
suppose the basic motivation, as you explained, was the military. 
That is, to use it for military purposes. 

General WitiiAms. That was my reasoning; yes, sir. 

Senator McGee. That is, the road is being constructed with mili- 
tary uses in mind? 

eneral Witi1aMs. I would say it is being constructed for both eco- 
nomic and military uses in mind. 

Senator McGrr. Economic use is incidental for the moment. What 
is the type of construction? Will the road be able to support heavy 
military vehicles? 

General Wittiams. From Banmethuot down to Highway No. 1, it 
is already completed as far as bridges are concerned. To get down 
to Nhatrang, which is a harbor, you move from the junction of High- 

yays Nos. 21 and 1, down Highway 1—that part has not been built up 
to proper standards. 


CONTROVERSY OVER ROAD SURFACING 


Senator McGrr. There was some controversy about surfacing of 
the road. Would you care to share with us your thoughts on that 
controversy ? 

General Wiurams. I will tell you what I know. The engineers 
said that surfacing was not needed because they had a formula of 
mixing their ingredients—rock, gravel, and other types of soil—so 
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that hardtop was not necessary. I couldn’t question that myself, but 
it was questioned. The hardtop was not planned for and later they 
found it necessary to put hardtop on it. 

Senator McGrr. How much of that road is now hardtop? 

General Wuiuiams. Approximately 32 to 33 kilometers—two- 
thirds—coming up from Ninh Hoa to the mountains. Then they 
have shifted the paving to the opposite end. 

Senator McGer. On the stretch we were on, the one out near the 
airport, I was curious about whether that surfacing would be capable 
of handling military vehicles. 

Mr. McCautey. The surfacing that you saw was the first layer of 
the asphalt layer to be placed. One more layer will be placed there. 

Senator McGerr. Another surface of asphalt will then enable mili- 
tary vehicles—— 

Mr. McCautey. I don’t think there would be any difficulty. 

Senator McGer. It seems that it would be torn up rather 
quickly 

Mr. McCautey. It is not too heavy a surface but it is surface that 
ordinarily lasts 3 to 5 years. 





DECISION TO RESURFACE ROAD 


Senator McGrr. Where was the decision changed on surfacing 21? 

Mr. Dursrow. There were several discussions in the country team. 
I think the engineers and contractors thought the laterite would be 
less dusty than it turned out to be. When this became apparent and 
the traffic was quite a bit heavier than anticipated we decided that 
we would have to spend about $500,000 on surfacing to prevent dust, 
accidents, and make it more useful for military and economic reasons. 
We reported that to Washington and got concurrence on it. The de- 
cision was taken here. 

Senator McGerr. The decision that surfacing was not necessary was 
whose ¢ 

Mr. Dursrow. The construction experts thought they could blend 
these different kinds of rocks and soils to make a road which would 
hold up with usual maintenance without blacktop. The laterite 
didn’t hold wp as expected. We took the advice of the engineers and 
contractors. 

Senator McGrr. Which one of the contractors ? 

Mr. McCautey. In a meeting of the country team a couple of 
years ago, we met with Johnson, Drake & Piper and Capital Engi- 
neers and the country team, who reviewed the plans for the standards 
they were going to build by. The engineers came up with the solu- 
tion that asphalt top would not be needed, which ade the condition 
that they outlined would be a correct solution. However, when we 
got the base in, we found that during this extreme dry season we got 
a tremendous dusting effect and—which would require a tremendous 
amount of equipment to maintain. 

Senator 5 Did you encounter some resistance from Capital 
Engineering when the decision to change was made ? 

Mr. McCautry. No, sir; we did not. 

Senator McGee. What about ICA at the top? 
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Mr. McCavtry. That decision was given fairly rapidly. As I re- 
call, we sent a cable requesting approval, and a reply was received very 
promptly. 

Senator McGee. John, you were investigating the surfacing on 
Route 21. Didn’t you encounter some indication to the effect that 
responsibility for the decision was shifted between the engineers and 
ICA at Washington ? 

Mr. Newnovse. The project director of Capital Engineering in 
Saigon shifts the primary responsibility to ICA, Washington. Cer- 
tain records that I have seen, memorandums from Mr. McCauley to 
Washington, indicate that ICA, Washington did not object to this 
surfacing. But my impression is that the principal responsibility is 
with Capital. 

Mr. McCautey. We had some discussion with Washington but they 
approved it. 

Mr. Dursrow. The traffic count was higher than anticipated in this 
early period and the engineers told us they would make this road 
without surfacing and there would not be too much of a problem to 
maintain it without blacktop. Actual experience after the first use 
convinced us that with the dust and loss of material in the road that 
it would be advisable to blacktop it. We so advised Washington. 
I went down the road and our eyebrows raised quite high because it 
hadn’t held together the way we were led to believe originally. 

Senator Gore. I would like to interject that when I saw the road 
the day before yesterday, I was somewhat surprised. I had heard so 
much about it and about its cost that I expected to see a highway con- 
structed toa design standard. Actually the design standards are only 
those of a farm-to-market road—even with the surfacing. 


ROAD’S ABILITY TO WITHSTAND MILITARY TRAFFIC 


Senator McGer. Which is the point of the question about the surface 
and its ability to withstand military traffic. 

General Lampert. I regard the surfacing as primarily a protective 
cover to hold down dust and prevent erosion during the rainy season 
and lower maintenance costs. The basic strength is in the foundation 
and the laterite surfacing. You don’t get the strength to support the 
military loads from the asphalt surfacing. 

Senator McGer. How long would it withstand military traffic with 
the vehicles we have here ? 

General Lampert. I think it would require a small amount of con- 
tinuous maintenance, patching small places—one roller, a few laborers, 
and minor asphalt paving repairs. 

General Wriiu1ams. The road base as constructed will stand up 
under military traffic as it stands today. 

Senator McGrr. What are the figures on the cost per mile on that 
stretch of the road, Mr. McCauley ¢ 

Senator Gore. Even when this surface is completed it would be 
ony three-quarters of an inch thick. I agree with the statement of 
General Lampert that this could not be for the purpose of supporting 
tank traffic. This is but a piecrust under a tank. Its principal pur- 


pose is for the prevention of outer erosion by wind and water. Any 
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heavy movement in the rainy season—tanks, it seems to me, would 
ride through it. I am not questioning the advisability of the crust or 
surfacing. It should have been surfaced. But so far as the road with- 
standing military traffic, it is beyond question, at least to my limited 
knowledge. 

Senator McGer. Since the military consideration was so important 
it raises a question as to whether any thought was given to putting 
in a road that would serve all the military purposes ? 

General Witu1Ams. When we decided to build the road, I was 
asked what the requisite would be for military traffic. [Deleted.] 
When I saw the specifications, if I remember correctly, the Army 
Engineers looked at the depth of rock base, and said it would fulfill 
the requisites that we had asked. I assume it will. 

Senator McGrr. We were told the day before yesterday by one of 
the fellows that it is already deteriorating at the other end because 
of military traffic by the Vietnamese. 

General WitiiaMs. I was over that road in the last 30 days and 
what you were told is not true. Unless they are talking about wash- 
boarding and things of that nature, yes, but not as far as the base of 
the road is concerned. 

COST OF HIGHWAY 


Senator McGrr. Mr. McCauley, could you give us a general figure 
on the cost ? 

Mr. McCautery. I have $156,000 per mile. 

Senator McGer. There would be no estimate available as to what 
it might have taken to surface a road for military purposes. 

Mr. McCautey. We have an estimate on the present blacktop. 

Senator McGrr. Agreed that the base of the road is solid. What 
more than this would have been required to have a surface correspond- 
ing to our normal farm-to-market road standards ? 

Mr. Dursrow. As I recall, when we undertook the road discussion, 
my understanding was that this road would meet the military require- 
ments that General Williams and his officers set up and that it was a 
secondary farm-to-market road with a certain bridge-loading capacity 
and that is what it was built for. Blacktopping might have cost a 
little bit less, if we had started in blacktopping earlier and finished 
sooner. They can’t blacktop during the rainy season. The work 
stopped on the blacktop during June when the rains began to come. 
They are now starting and plan to finish before the end of the dry 
season. 

Senator McGee. General Williams, I would like to ask if it would 
not have been cheaper to blacktop it initially as they went along? 

General Lampert. I think it would not have been materially 
cheaper. 

DETERIORATION OF ROAD 


Senator McGer. Mr. McCauley, on deterioration of the road, that 
as I understand it was due entirely to water—moisture effect over this 


present rainy season—this is a very minor thing, not a major repair 
job. 
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Mr. Newnouse. Mr. Funk says that some of this deterioration is 
accountable to—Funk’s words—“reckless use of military vehicles by 
Vietnamese.” 

Mr. Sairu. I think it is the normal deterioration you can expect 
when you don’t have paving on the base. The primary purpose of 
any surfacing is primarily to hold your base down. To prevent water 
penetration of the subgrade. Totally adequate to handle all normal 
military traffic. 

Senator Gore. It is now 5:30 and I am getting a little weary. We 
will resume tomorrow morning at 8 a.m. 

(Whereupon, at 5:30 p.m., the subcommittee recessed, to recon- 
vene at 8 a.m., Tuesday, December 8, 1959.) 
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TUESDAY, DECEMBER 8, 1959 


U. S. SENATE, 
SUBCOMMITTEE ON STATE DEPPARTMENT 
ORGANIZATION AND Pusiic AFFAIRS 
OF THE COMMITTEE ON ForrEIGN RELATIONS, 
Saigon, Vietnam. 
The subcommittee met, pursuant to call, at 8 a.m. in the conference 
room of the operations mission, Saigon, Vietnam. 
Present : Senator Albert Gore (presiding) and Senator Gale McGee. 
Also present: Hon. Elbridge Durbrow, U.S. Ambassador to 
Vietnam. 
REGULATIONS GOVERNING USE OF VEHICLES 


Senator Gore. Mr. Hopkins, do you now have the regulation to 
which you referred yesterday / 

Mr. Hopkins. Sir, the regulations as I have been able to find are 
not entirely definitive with regard to use of project vehicles for “.meri- 
can personnel. However, I think I can say that such use is in order 
and I am sure that there is a reference in the manual order. 1 cannot 
find a definitive statement to that regard, but other references are 
made that make it clear this kind of use is permitted. 

Senator Gore. That is a little indefinite. You don’t have a regu- 
lation out of Washington which specifically governs this point? 

Mr. Horxtns. That’s correct. 

Senator Gore. Then it is practice which by repetition has been 
established. 

Mr. Horxrns. We do have a manual order. It states that vehicles 
which are titled in the host government, purchased in projects and 
used by mission personnel will be reported to Washington. Though 
I cannot find a definitive regulation which authorizes as such, it is 
authorized by that. means. 

Senator Gore. But nothing that is definitive? 

Mr. Hopkins. I have not been able to do so. 

Senator Gorr. Mr. McCauley, it would appear to me that if an 
employee of the ICA who is charged with advice and inspection on 
the highway project for which the U.S. Government is paying needs 
an automobile, the Government of the United States should provide it. 

I raise no question—as I have said, about the inspector needing an 
automobile, or requiring transportation. I am sure you are aware 
that at home we have had numerous instances, in several States, of 
contractors seeking to butter the toast of an inspector on the job. 
I do not wish to imply that Mr. Smith or any other person has done 
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anything wrong or was improperly influenced by the acceptance of 
favors by contractors, or by Vietnamese officials. 

But as our Government pays the contractor in question, this prac- 
tice should not be continued, in my opinion, if only because it lends 
itself to unfortunate interpretation. 

Mr. McCautey. Could I bring out this point. In the two contracts 
of Johnson, Drake & Piper and Capitol Engineering Corp, Johnson, 
Drake & Piper is required to furnish certain services to the Capitol 
Engineers upon the request of the Government of Vietnam or of 
USOM and these services might be and are the furnishing of repairs 
to their automobiles up north, such as quarters, meals, et cetera. It 
is in the contract itself and is so required rather than set up a separate 
repair center up there. 

Senator Gore. That does not come to the point of this particular 
automobile. I don’t quite understand the transactions here. Mr. 
Smith told us eae this automobile was made poms pe by the Govern- 
ment of Vietnam—now it would appear to me that if the Government 
of Vietnam has an automobile which it can freely assign to anyone 
it chooses, then we have provided too many automobiles for this 
project. ‘To whom does this automobile belong? 

Mr. McCautey. To the Government of Vietnam—purchased by the 
foreign aid program. 


PURCHASE OF CARS FOR PROJECTS 


Senator Gore. Was it purchased as a part of this highway project? 

Mr. McCautey. It was purchased as a part of the overall highway 
project. 

Senator Gorr. Then it would appear that ICA has furnished too 
many automobiles for this project. If the Government of Vietnam 
does not need this automobile to perform its own functions for this 
project, then we have provided at least one too many automobiles. 
Would that not appear logical 

Mr. McCautey. No, sir. Not to me. I will explain the position 
here. The mission has included the purchase of automobiles against 
projects, one for the project technician. All the funds which “TI get 
are paid for agreed requirements and vehicles required for anyone 
assigned to the project are from project funds. 

Senator Gors. Who pays Mr. Smith? 

Mr. McCautey. We pay him through program funds. 

Senator Gore. Then he is not an employ ee of the project; he is an 
employee of ICA. He is paid by the U.S. Government, but his salary, 
from a standpoint of accounting, is c harged to the expense of this par- 
ticular project. That would certainly have nothing to do with the 
automobile; he is still an employee of the U.S. Government but we find 
his automobile is not furnished by the U.S. Government but by the 
Government of Vietnam. 

That would appear to be an odd sort of arrangement. If the 
Vietnamese government does not need this automobile on this project, 
then we have given them too many for this project. 

The price of one automobile is not serious, and I repeat, I imply 
no wrongdoing on the part of Mr. Smith, no improper influence, but 
it is a questionable practice for an employee charged with the re- 
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sponsibility of inspection to accept favors to the extent of the use 
of an automobile and a chauffeur from the contractor or any other 
substantial benefits. 


CONDITIONS UNDER WHICH CARS ARE ASSIGNED 


Senator Gore. I notice in project malaria eradication 30-51-029, 

there are three jeep station wagons listed as being in the same cate- 
ory, or rather a similar type category. The employees involved in 

the use of these station wagons are George Stein, John E. Taylor, 
Duncan A. Puett, Stanley Glenn, Jalil Karam, James Hester, Doris 
Wright, J. K. Garner, Alton Levorson, Millard Cox, Thomas Bonds, 
Wesley Smith, Arthur Blomgren, Bernard Hall, John Lewis, John 
von Runnen, Paul Ullman, James Miller, Quentin Wildman, Her- 
man Reames, Severino Alamon and Lawson Smith. 

Will you tell us, Mr. McCauley, under what conditions these em- 
ployees have the use of three station wagons? 

Mr. McCautey. These employees, as designated here, are employees 
in the malaria project who are doing a great deal of work over the 
major part of Vietnam. These station wagons are purchased against 
the project and any expenses would be borne by the project them- 
selves that are the participants of the government of Vietnam. 

Senator Gore. Is this project under contract ? 

Mr. McCautery. No, sir. 

Senator Gore. Is it not then the same situation as the automobile 
to which we have been making reference ? 

Mr. McCautey. Not quite the same. 

Senator Gore. Who is the direct head of the malaria eradication 
program ? 

Mr. McCautey. Mr. Taylor. 

Senator Gore. John E? 

Mr. McCautey. Yes, sir. 

Senator Gore. Is he furnished an automobile by ICA ? 

Mr. Horxins. Not other than this vehicle shown here. 

Senator Gore. Is he entitled to the use of an automobile from your 
motor pool ? 

Mr. Horxrns. Yes, sir. 


USE OF MOTOR POOL 


Senator Gore. Would any of these employees be entitled to use a 
car from the motor pool if a car was needed in the performance of 
his function ? 

Mr. McCautry. Should be; yes. 

Senator Gore. Why are they assigned the use of three station 
wagons which would be surplus to their official needs? 

Mr. McCautry. The answer to that would be the question of trans- 
portation for that project which covers the entire country. It is a 
rather difficult one. This probably goes back to have transportation 
which is constantly available to them—they may be out of here for 
a week or 10 days at a time. 

Senator Gore. Now, you just said if they need transportation in 
the performance of their official functions, they would be eligible to 
use transportation out of your motor pool 
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Mr. McCautery. Yes, sir. If transportation is available. 

Mr. Hopxrns. They are entitled to it, if the transportation is avail- 
able. 

Senator Gore. Does not ICA have enough automobiles here ? 

Mr. Hopkins. There are peak periods when there are, of course, 
no cars available, but generally speaking, for a field trip if planned 
sufficiently in advance, transportation can be made available. 

Senator Gore. Then I still don’t understand’ why it is either neces- 
sary or desirable for the U.S. Government to give to Vietnam enough 
automobiles from this particular project to provide three station wa- 
gons for the use of these employees on a full-time basis when these 
employees are entitled to the use of transportation from the motor 
pool for the performance of official functions. It seems that at the 
very least, we have been very liberal in giving autos away. 

Mr. Dursrow. I don’t know the details, but I have talked to Mr. 
Taylor of this malaria project. They have to go around the country 
more than most people would and inspect the progress of the malaria 
teams and perhaps because of this constant need, one or six of these 
employees might be on the road checking on the program. I assume, 
Ben, that we do need extra cars above and beyond motor pool avail- 
abilities, because I met Mr. Taylor in the boondocks checking on prog- 
ress, so I should think that is one of the reasons they need these cars. 

I don’t know the exact details, but at least one of them would prob- 
ably be in the various parts of the country checking the malaria opera- 
tions at. all times. 

Senator Gore. This project is worthy. There is no question that 
these people have to travel over the country in performance of their 
duties with respect to eradication of malaria, but the facts still stand 
that they are entitled to transportation from the USOM motor pool. 
But Vietnam, in addition, provides these three station wagons for this 
project. There are certain regulations governing the use of an auto- 
mobile by an employee of the U.S. Government; that is, certain regu- 
lations govern the use of a Government-owned automobile by a Gov- 
ernment employee. There are no regulations that govern the use 
of an automobile by Vietnam, so these automobiles could be assigned 
for social functions such as tiger hunting, et cetera, or for whatever 
purposes they wish to use them, though I do not imply frivolous use, 
but. merely that we have no control except through the direct super- 
vision of our own employees. 


USE OF MAAG CARS 


Senator McGrr. How are MAAG cars handled ? 

General Lampert. MAAG cars are in three categories. The ma- 
jority of the cars are military vehicles paid for with U.S. appro- 
priated funds supplied by the Navy Department. In addition, there 
are some 200 jeeps in the possession of MAAG which are furnished 
by the Vietnamese Army under the “Assistance in Kind Agreements,” 
and which are used by our advisors on duty in Saigon and the field. 
In addition to these, there are a small number of vehicles which have 
been purchased locally with “assistance in kind” funds. 


Senator McGrr. These would be technically Vietnamese cars? 
General Lampert. I believe so, sir, because they are purchased with 
counterpart funds from the “assistance in kind” fund. 
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Senator McGrr. With the Government ? 

General Lamprrr. I believe the answer to that is that they are 
administered by the MAAG motor pool. 

Senator McGrr. What about the cars we traveled in the other 
day for inspection? Are they Vietnamese cars ? 

Mr. McCautey. The sedans were from here. 

Senator Gore. General, does MAAG have a contract relation with 
Vietnam ? 

General Lamrrrr. We have no contract relation with Vietnam. 
The various types of services which are supplied under the heading 
of “assistance in kind” are provided as part of the relation of MAAG 
and the host country, which agrees to furnish materials or services 
within its capability either direct or in kind to the MAAG group. 

Senator Gorr. Do you have a personal car assigned by Vietnam? 

General Lampert. I have a personally assigned car from the MAAG 
motor pool, assigned to me at the direction “of General Williams. 

Senator Gore. You have a personal car assigned to you from the 
MAAG motor pool? What would you say about the purchase of 
the car? 

General Lamrert. This particular automobile is one of several 
which have been purchased by MAAG sometime in the past with 
counterpart funds which are allocated annually and which are known 
as “assistance in kind” funds. Vietnam does not furnish the auto- 
mobile assigned to me. 


MAAG CARS AND MILITARY CONTRACTORS 


Senator Gore. Do you know if either Vietnam or any other con- 
tractor on military projects is furnishing the officers of MAAG an 
automobile ? 

General Lampert. To the best of my knowledge, no contractor is 
furnishing automobiles. We have something over 200 jeeps which 
are operated as American vehicles but which came into Vietnam 
with the military assistance program and became part of the Te 
equipment for the use of our officers. These are operated under 1 
military motor pool regulations. 

Senator Gore. This is a part of the agreement by which military 
advice and assistance is given ? 

General Lampert. Yes, sir. 

Senator Gore. Now, you said that as far as you know, no military 
contractor is furnished an automobile? 

General Lampert. Yes, sir. 

Senator Gore. Do you know if any contractor is paying for a 
chauffeur for any MA AG officer ? 

General Lampert. Not to my knowledge; no 

Senator Gorse. Will youc onfirm that ? 

General Lampert. Yes, sir. 

(General Lamrertr (subsequent statement). Senator Gore, I can 
confirm that no contractor is furnishing either vehicles or chauffeurs 
to MAAG.) 

Senator Gorr. Thank you, General. 

General Lamrerr. No contract except to inspect their work through 
the Vietnamese. We'll supply the information. 
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AUTOMOBILE FOR RURAL HEALTH PROGRAM 


Senator Gore. The next one listed is under the rural health pro- 
gram. The employee involved is Doris Wright and she is assigned 
a station wagon. Is the rural health program a contract project? 

Mr. McCattey. No, sir. 

Senator Gore. Is she the only employee of that project? What 
is her title? 

Mr. Boyp. She is a health education adviser. 

Senator Gore. Is she director of the program ? 

Mr. Boyp. No, sir. She is not the director. There are two more, 
They have a new director who has just arrived recently. I can’t 
think of his name. 

Senator Gorr. Is he furnished an automobile by the Government 
of Vietnam ? 

Mr. Boyp. No, sir; not that I know of. Iam in the program office 
and I have some knowledge of these projects, but don’t know about 
that particular part. 

Senator Gore. Do you know, Mr. McCauley, why Vietnam should 
furnish an automobile to this particular employee? 

Mr. McCautey. This project operates all over Vietnam. Trans- 
portation is needed. The question you are raising is a general ques- 
tion. 

Senator Gore. She too would be entitled to the use of transportation 
in the performance of her duties? But in addition to this, the Gov- 
ernment of Vietnam is furnishing her with a station wagon. 

Mr. McCavtery. That’s right, sir. 


MOTOR POOL VEHICLES DISTINGUISHED FROM PERMANENTLY ASSIGNED 
VEHICLES 


Senator McGee. In the motor pool (ICA) here, are there any dis- 
tinctions made between vehicles that are used for a single purpose and 
over a wide area? In other words, I understand you can use a car 
here for a particular assignment. But do you also distinguish be- 
tween the uses for which your vehicles are to be put? Are vehicles 
used in the field regarded as being part of the motor pool ? 

Mr. Horxtns. Vehicles in a USOM motor pool are handled on a 
trip ticket basis. On a specific trip an individual ticket is issued 
which shows they made the trip and checked back in. On vehicles 
of this type it was evidently considered by the division concerned 
with these projects—if they needed vehicles on a full-time basis to 
implement the project then the motor pool could not make vehicles 
available on a full time basis. 

Senator McGee. From an administrative viewpoint there might be 
a point in doing this. I have had some experience with motor pools 
at the University of Wyoming. It got to be confusing. The cars 
operated continuously a long way from campus and were considered 
a part of the university motor pool and for administrative reasons 
they had to make a distinction. 

Senator Gore. I have been aware for 21 years now of the use of 
automobiles by U.S. Government employees, and the present regula- 
tions are the culmination of years of experience, some of which are 
unhappy, with the way in which vehicles are used by Government 
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employees. The present motor pool arrangement is a safeguard for 
the proper use of Government transportation. The regulations, as we 
understand them, do not prohibit ICA from assigning to Mr. Mc- 
Cauley an automobile on a full-time basis if such use or assignment 
is justified. Is that not correct ? 

Mr. Hopxrns. It’s not my understanding. 

Senator Gore. Does not the Director of ICA have an automobile 
assigned to him ? 

Mr. Hopkins. Yes, the Director and Deputy Director are exceptions 
to this. Both Mr. Gardiner and McCauley have a car assigned to 
them. Mr. McCauley has one as Acting Director. 

Senator Gore. The answer to my question must be in the affirmative, 
then. 

Senator McGerr. Are these pool cars? 

Mr. Horxrns. Yes, the exception being two cases where we are per- 
mitted to assign on full-time basis. 

Senator Gore. Of course, they are pool cars and are assigned for 
the full-time use of the Deputy Director. When he ceases to have such 
responsibility then this car will still be in the pool subject to assign- 
ment to him or other employees in accordance with justified needs. 

Mr. Hopkins. Yes, sir. 

Senator Gore. That same situation would apply to Miss Doris 
Wright would it not ? 

Mr. Horxins. Yes, sir, she is entitled to a car whenever her duties 
require transportation. 

Senator Gore. But we find in addition that Vietnam provided a 
station wagon full time. Does this mean they also provide a chauffeur ? 
Do you know, Mr. McCauley ? 

Mr. McCautey. I don’t know personally but I’m sure it does be- 
cause the Vietnamese Government requires chauffeurs on all its 
vehicles. 

TITLES TO VEHICLES 


Senator McGee. One more question regarding the disposition of 
these cars. Is there any distinction made between those which are to 
go to the Government of Vietnam when a project is finished and those 
that may be operated directly in an ICA pool? Do those go to the 
Government when we are finished ? 

Mr. Horxtns. The cars are titled either in the host government or 
the U.S. Government. 

Senator McGrr. There is a difference. 

Mr. Horxrns. Yes, there is. 

Senator McGrr. There is some equipment, including cars, that 
would be left with the Vietnam Government ? 

Mr. Hopkins. That’s right, sir. 

Senator McGrenr. These three jeep station wagons for example? 

Mr. McCautry. Their title is in the Government and they revert to 
the Government at the conclusion of the operation. 

Senator McGer. Are they in a different category than equipment 
left by the contractor? It seems to me, Senator Gore, that the equip- 
ment used by the contractors as well as the cars revert to the Vietnam 
Government and that’s why the assignment of certain vehicles is made 
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by Vietnam; whereas the vehicles in the ICA pool do not—they 
remain with ICA. I don’t know whether this makes a meaningful 
distinction between the two categories of vehicles. 

Senator Gore. It serves to raise the question of liability in the dona- 
tion of automobiles. These employees, according to the testimony 
given here, are entitled to transportation in the performance of their 
duties, but, in addition to that, the U.S. Government has donated 
enough other automobiles to allow Vietnam to furnish something 
above and beyond the needed transportation. 

Mr. Dursrow. I am going to ask Mr. Hopkins, do you think you 
have enough cars in your USOM pool here to have a car available 
for Miss Doris Wright or Taylor when they have to go on these 
regular routine business trips? Or maybe when this arrangement was 
made some time ago the question was rather than buy another car 
for the pool and assign it to her, the decision was reached that there 
were not enough cars in the pool to take care of these long trips in 
connection with this work? Is there any way you can get the facts 
on that? 

Mr. Horxktns. The use of our vehicles in our motor pool here and 
the number of trips made—I’ve given Mr. Newhouse a table showing 
use of our vehicles and number of trips they make, which gives a 
good picture of how extensively they are used. 


ADEQUACY OF MOTOR POOL 


Senator Gore. I’m raising no question about the operations of 
the motor pool; this is standard Government procedure and if your 
motor pool has too many cars some procedure 1s necessary ; if it does 
not have enough cars then there ‘is another procedure to obtain enough 
cars to allow your employees to perform their duties. Is that not 
right? 

Mr. Hopkins. We could obtain more cars with justification. 

Senator Gore. That, too, would be in accordance with standards 
and procedures which have evolved through years of experience. Is 
that not true? 

Mr. Hopkins. Yes. 

Mr. Etrtne. Is it possible that the vehicles that we are talking 
about that have been assigned to projects were procured in order to 
supplement the USOM pool? In other words, it would seem logical 
that, if these persons require transportation to do a job, they would 
be supplied a car from the pool unless an alternative arrangement has 
been made. Conceivably when projects were set up the thought was 
that rather than have cars in and out of the motor pool, this device 
was conceived to be a more practical arrangement since they calculated 
a continuing need for their use in the field. 

Senator Gore. If the answer to your question is “Yes” then the ar- 
rangement is a device, indeed, to permit greater use of automobiles 
than is permitted by the Government of the United States under regu- 
lations governing the use of Government automobiles. 

Senator McGer. Unless it is also a matter of policy that part of 
the assistance to this Government is to provide project vehicles which 
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revert to Vietnam. If so, it is fundamental policy that is involved 
here. 

Mr. Newnovse. I suggest that we might resolve this by asking for 
the regulations covering procurement of vehicles and the number of 
vehicles now being used | by the Mission and insert it at this time in the 
record. 

Mr. Hopxrns. I believe I have given you the number of vehicles in 
the motor pool, etc. 

(The information referred to is as follows :) 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


NOVEMBER 27, 1959. 

To: Mr. Roland Smith, USOM. 

From: Robert R. Bliss, Embassy. 

Subject: Marcy and Valeo inquiry: Number of official vehicles in Vietnam by 
agency, justification for this number and average number of trips per day 
in and outside of Saigon. 

There follows under paragraphs 1, 2 and 3 the number of vehicles by agency 
and type, justification and available information concerning average trips per 
day. 

1. Number and type of vehicle per agency.— 

















Type of vehicle Embassy} Service USIS MAAG | USOM Total 
| attachés 

ee ae acicateaanianawaiipnwin _...| 112 8 1 56 36 | 113 
Station wagons. --_....-----_- . . aca’ l 5 | 32 | 12 36 56 
a aa icalemicwaal 28 | 1 | #10 ER fics. das 30 
hen inline buhsmaeda kanes | ace Set aiga 1 2 55 40 98 
Buses... - Selpieidibiiehiiatesiieg tain dvceeasediticlnatoce a B Teetie een eee | 20 5 26 
NN | Re ak ies ck re 16 
MENS 5 ocudncanteiad« etl siiesd. ti 00305 Ret OF Eee Ry 5 oooes RE 3 
I eee 22 | 1 23 
MI TE OURS 6 nv ninesccmudssne sa annatebaeegioniieth. suiiaielss _| bane aaa ds bcicsh nant 4 | 4 
Trucks, Nash ccc nei nbioebeacd geil 4 | 1 | jl Sa ca it: 6 
Trucks, 114 tons. Soest aeons iss Fenner eee ree en 1 2 
I I sins saasipiigniensidelpiciraeal Sihisens Rest Peer eit )) | Seeerae 15 
se cnakeunudumeanina sais thes cinta REE at ara Raeseck dated 0 ol cs a ral SB. esas deat | 1 
RN Tt te en ee eS poe cue ee | ca eee 1 

Ea a tk | 29 | 16 | 35 | 5191 123 394 


1 Includes Ambassador and principal officer of Hue. 

2 Includes one each vehicle at Hue and Dalat. 

3 Includes one vehicle at Cantho. 

4 Includes one vehicle at Hue. 

5 The above itemization is of U.S. Government owned vehicles, and does not include the \4-ton tactical- 
type jeeps, of the Vietnamese Army, which are on loan to MAAG advisers in the field stations. 


2. Justification.—The following justifications are given for: 

A. Embassy.—The number of vehicles at the post are controlled by supplies 
and equipment division of the Department of State in Washington. All re- 
placement of vehicles is determined by that office based on annual reports as 
submitted by the Embassy concerning age, mileage and condition of each indi- 
vidual motor vehicle. 

B. Service attachés.—Army : Vehicles are assigned to the office of the U.S. Army 
attaché in accordance with tables of allowances established by the assistant 
chief of staff, Intelligence, Department of the Army. Vehicles assigned this 
station are within the established allowance. 

Navy: Authorization for number on hand: Director of Naval Intelligence 
letter OP-923R1/re Ser 2530P92 of August 2, 1957. 

Air: The above vehicles are authorized by the unit table of allowances de- 
termined by headquarters, USAF. 

C. USIS.—The control of USIS vehicles at the post is similar to that of the 
State Department listed under that of paragraph A above. 
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D. MAAG.—Motor vehicle transportation for this MAAG is authorized in ac- 
cordance with the provisions of Joint Table of Allowance 82-7. Justifications 
for all major items of equipment, including motor vehicles, were submitted for 
all vehicles authorized by the subject T/A. 

EB. USOM.—The number of USOM administrative vehicles are controlled by 
ICA office, Washington, in approximately the same manner as the State and 
USIS vehicles are controlled. The number of program vehicles is established 
based on number of personnel in each program and program requirements. 

3. Average number of trips per day—A. Embassy.— 
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a Di Ser, 2 20N..n kid uN 10 
SO WTR i on ses nso ecdetneietdoe Bl BOG E06 RON cS sti an i. 25 
IS Sli tt ing ca teach casabes aie acks Be Pi ie ON a cccincsdnciiihcntianensiein cabana 7 
PE hic ncmcadpeienid meets ccmitio: 10 


B. Service attachés.—The sedan type vehicles of the service attachés are 
assigned to the ranking officers of each attaché office. The number of trips they 
perform varies greatly, and they have no definite records of the number of dis- 
patches per day. 

C. USIS.—USIS has no record of the number of dispatches per day on its 
trucks or mobile units, however mobile units are maintained for use in the 
field throughout Vietnam and are not operated as a pooled vehicle. Available 
figures on dispatches of other vehicles are: 


Te a 6 
a a eh a aeiily x: 8 
I aka ess ah elm i cnet ell hc elise le iolcelem in ts sala 7 
Neen nn ene ee eee 6 


D. MAAG.—MAAG’s report did not break down the number of dispatches for 
type of vehicle per day but instead reported the average number of trips per 
vehicle per day as estimated as follows: 

Within Saigon: 17.4 trips per day. 
Outside Saigon: 9.6 trips per day. 
E. USOM.—USOM’s report was as follows: 


Vehicles dispatched during the month of October 1959 


1. Total vehicles dispatched Saigon-Cholon area__...-..--.----______ 5, 246 
snips hilt aon oh anata ee ante cb aeaaiew apenas 4, 800 
ne Un I I  . scsarteedisninmseemcnncbint insmtiniionamnitimsencalbitiles dies 402 
ee ee eens. COP ROMEL UNO) csccciece ec cece cnc cacnncwcaue 44 
SU; Co ici esmarthasenincnaiinaies cnbiabasasasés 44, 474 

2. Total vehicles dispatched on field tripe_.._........................ 27 
I I ncaa ids asap hcp vet enchant iain 40 
Number of days vehicles and personnel in the field_._.._.__._______ 119 
I I casisininicnnsiinmrciansninsiliiah ibe) Je Boe ee me se 23, 440 

I Ut a cece ieeennnapemermoennt 5, 278 
i IO CE so ceccisitni staal a tsi ainsi ihc tacit Rllalnienlinat 67, 914 


Senator Gorr. Mr. McCauley, the other project vehicles are listed 
here, along with the names of these vehicles and their type. I will 
include this in the record at this point. 
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(The document referred to follows:) 


List of passenger-carrying vehicles (by division) 
HEALTH AND SANITATION DIVISION 














Employee Project Project No. Vehicles 
Stein, George J.......| Malaria eradication. .................- 30-51-029 
Taylor, John E.....:.}..... LL onatdastdiadcatudeunaautncds 30-51-029 
Puett, Duncan A.--...|..... (iN sds essa aia dabstatesiig tetas ania 30-51-029 |{, otats 2 1 
ren ene S 8B i sk oe erate Oe 30-51-029 |{2 Jeep station wagons. 
Tea Oig FO ceneb odin lanes CO K6 Uys ada neh dab eewaeiendased 30-51-029 
NE, FOR cidtaedaalan onc abakuades itewaana cada 30-51-029 
Wright, Doris.......-| Rural health program_-__.-.--- eee 30-53-018 | Jeep station wagon. 








oe? a Land development...................- 430-12-144 | Jeep station wagon.2 
Rs) I a 430-12-144 Do.2 
Cox, Millard.......... Improvement of irrigation and water 30-12-046 | Jeep. 

control. 
Bonds, Thomas.......| Livestock development... ..........._] 430-13-055 | Ford station wagon. 
Smith, Wesley_.......| Development of agricultural extension 30-11-058 | Land rover (part time). 


service. 





TCP DIVISION 


Blomgren, Arthur_-_. 430-37-092 | Ford station wagon. 

en, Bernard......<.-|.<.<. 1 430-37-092 | Jeep station wagon. 

See JON. 6s. occaunt- 430-37-092 | Chevrolet station wagon, 

Von Runnen, John-. 430-37-092 | Jeep station wagon. 

Unmen, Pari.........}..... 430-37-092 Do. 

ROW. JOURS. é cncenin|a 430-37-092 | Land rover (used for 8 Fili- 
pino technicians underjMr. 
Lewis). 

430-37-092 | Jeep station wagon.’ 

430-25-015 | Ford station wagon. 


Miller, James__..-..-- 
Wildman, Quentin __ 





Reames, Herman...--}----- 1 430-25-015 | Land rover. 
TT TT ONE nO ee 430-25-015 | Land rover.’ 
Smith, Lawson.....-- Highways and bridges__..............| 430-31-021 | Chevrolet sedan. 


1 Jeep station wagons under project 30-51-029 reduced from 3 to 2. Third station wagon originally 
included loan from USOM motor pool. 

2 Originally described as land rover. Should be Jeep station wagon. 

3 Vehicles inadvertently omitted from original list. 


NoTe.— Original list presented to Mr. Newhouse corrected as above. 


Senator Gorr. Are any of these projects contract projects? 

Mr. McCautey. No, sir; except for an American Civil Aviation 
Advisory Group project and that’s an interagency agreement and we 
are authorized to provide vehicles. 

Senator Gore. I don’t quite understand, Mr. McCauley—Civil Avi- 
ation Advisory Group—what is that? 

Mr. McCautey. That is an advisory group of Americans here from 
the civil aviation setup in the United States. 

Senator Gorr. Are they Government employees ? 

Mr. McCautry. Yes; they are U.S. Government employees who are 
here on an interagency agreement between ICA and Federal Aviation 
Agency. 


NEED FOR PERMANENT ASSIGNMENT OF VEHICLES 


Senator Gore. Does that agreement provide that ICA will furnish 
the necessary transportation for the performance of the duties of 
these officials ? 

Mr. McCautry. That agreement provides that they will have the 
same privileges as USOM employees. 
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Senator Gort. USOM employees are provided transportation for 
the performance of their duties and therefore the answer would be 
“Vas,” 

Mr. McCautey. Yes, sir. 

Senator Gore. But in addition to that they are furnished two sta- 
tion wagons, two jeeps, and a land rover. Do you know who fur- 
nishes these ? 

Mr. McCautery. These are purchased under the project in the same 
category as the rest we have been discussing. 

Senator Gore. In other words, they are furnished by the Govern- 
ment of Vietnam. 

Mr. McCautey. That’s correct. There are also under this project 
8 Filipino technicians who are here on an individual contract basis 
for the training of the Vietnamese in the electronics equipment going 
in at this time. 

Senator Gore. Now are these Filipino technicians here by contract 
with the ICA? 

Mr. McCautey. Yes, sir. 

Senator Gore. Does this contract provide that ICA will furnish 
the necessary transportation ? 

Mr. McCautey. We would provide the transportation. 

Senator Gore. Does the contract provide the transportation ? 

Mr. McCautey. I would have to review the contracts specifically 
but I’m sure that tr ansportation would be one item provided for in 
the contract. 

Senator Gore. Then they are in the same category. Any further 
questions on this? 

Senator McGee. No. 

Mr. Barrieman. I would like to say that in the setting up of a 
project with the participating country we commit ourselves to 
granted dollars but we also expect the government to make a con- 
tribution. It can be in kind or in cash. If it’s in kind it can neces- 
sarily include furnishings, office space, maintenance of vehicles, or 
anything which we can put a dollar or piaster value on. Under 
those project agreements there is nothing wrong with the Govern- 
ment of Vietnam furnishing any of these categories of assistance. 

Senator McGee. In other words, there is a basic policy covering 
the Government of Vietnam contribution of vehicles as its “share” 
and participation in a project. There would be also an ICA motor 
pool operated entirely under the jurisdiction of ICA. Thus, you are 
not going to question these two facts, then there is no irregularity, 
unless somebody was operating these two cars needlessly, w hich would 
be an abuse of the system ? 

Mr. Barrieman. If the technicians were using the car for personal 
reasons, that’s not permitted. 

Senator Gore. That is not permitted by whom? That is the point. 
If a U.S. Government employee is using U.S. Government transpor- 
tation, then he is subject to the normal ‘regulations laid down by our 
Government for the use of such transportation. But he is not sub- 
ject to U.S. Government regulations in his use of vehicles furnished 
to him by Vietnam and which in turn are furnished by the taxpayers 
of the United States. 

Mr. Batrieman. To a certain extent you are right. However, let 
me explain this. In those cases where technicians need cars prac- 
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ically 100 percent of the time you can’t then say well if you want to 
ar ive to town to a movie you can’t do this—you really get to a point 
where you are shaving too close. 

Senator Gore. Do these Civil Aviation Advisory Group employees 
need an automobile 24 hours a day, every day of the week, every week 
of the month, every month of the ye ar? 

Mr. Batrieman. If they are out on 7- -day week assignment they do. 

Senator McGrr. They have a pool of their own, don’t they ¢ 

Mr. McCavtey. They have 5 cars used by 15 people. It’s a pool 
of their own. Like the three jeeps for these six or eight people ‘up 
here. 

Senator McGer. Is the ICA in a position to prevent abuses of the 
system ¢ 

Mr. Hopkins. Yes, sir; we are. 

Senator Gore. Let’s go back to the highways. 

Senator McGersr. Do we have the people from Johnson, Drake & 
Piper in here? 

BIDS ON HIGHWAY PROJECT 


Senator McGee. We'll open first this morning with an explana- 
tion of the wide variation in the original bid proposals on the high- 
way project that were submitted. Some of these firms with overseas 
experience sent in estimates of approximately $30 million apart. 
Johnson, Drake & Piper made the low bid, as I am informed. 

Is that correct, Mr. McCauley / 

Mr. McCavtey. Correct. 

Senator McGer. Their bid was what sum ? 

Mr. McCautey. The sums are listed here: Part I: $7,645,439; 
Part Il, $7,107,167; Total: $14,752,606, plus direct material pur- 
chases of $2,927,394, plus a total fee of $700,000. 

(The list referred to is as follows :) 


Proposals with estimated costs (including piasters) and fees as indicated were 
received from the following firms: 




















Part 1 Part 2 Total 
| | 
| * 
Grove International Corp.: | 
CP est ot ioe nee --------------| $21,000,000 | $21,600,000 | — $42, 600, 000 
Fee ats fan enaewuoadiy 780, 000 870, 000 | 1, 550, 000 
Raymond Construction C orp.: | 
CE a ht a es a ‘poate 12,776,575 | 12, 314, 029 | 25, 090, 604 
Fee pits .deaiddendl 636, 940 612, 701 | 1, 249, 641 
Merritt-Chapman & Scott (no breakdown): | 
Cost. ua . X - . ----- w-22----- | -=------------|-------------- 26, 200, 000 
Fee... Widwtwsnnndees none ne enn n-+---- 22 n2- eee [ennnne wenn n nnn] ~~ neweneeene 1, 310, 000 
8. Birch & Sons: 
Cost: No estimate of cost. 
Fee: Offer to furnish personnel and services for annual 
fee of $294,000, if3-year project. - - , _ atinidewd Theres es ws letnlatichar es wiih i ashen avd tebe 882, 000 
Johnson, Drake & Piper: | 
ee Siaenanaee ocr olga spe ok ee-ipianieeel ae | 7, 645, 439 7, 107, 167 14, 752, 606 
Dire materials, estimated OBS ch iki, dd dd dct nthe | pada denag Soest Penn Seas ee 2, 927, 394 
a Be ani ical na b Funisteoonas 400, 000 300, 000 700, 000 
Vinnell Co.: 
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On the basis of the lowest estimated costs and lowest fee Johnson, Drake 
& Piper was selected for negotiation of a cost-plus-fixed-fee contract. 

Senator McGesr. Their total would be around $18 million when 
added together. And then the other companies, according to the list 
here, range upward—beginning at $25-$26 million for the second 
ranking company, $28 million for the third, $24 million for the 
fourth, and nearly $47 million for the fifth. 26, 25 and 43, in rough 
figures. The gap between the low bid and the other bids—that is the 
point in question. 

What seems to be the explanation for this apparently unrealistic 
opening bid by Johnson, Drake & Piper. 

Mr, McCau ey. I am unable to answer that question. I can say, 
from the firms listed here, I know of three who definitely were out 
here to look the job over, plus one from the west coast whose name 
I don’t know, who was here. I don’t know if they looked the job over. 

Senator McGrxr. Was Johnson, Drake & Piper one that was out 
here ? 

Mr. McCautey. Yes. 

Senator McGesr. They surveyed in advance ? 

Mr. McCattey. Yes. 

Raymond Construction Co. was out here; Vinell, Johnson, Drake 
& Piper—the fourth company I know of being here I can’t identify. 
I don’t remember the name. 

Senator McGee. Both Vinell and Raymond had approximately 
identical bids of $26 million plus. Johnson, Drake & Piper had a 
total of approximately $18 million; the others are higher. In view 
of the fact that Johnson, Drake & Piper costs went up perceptibly, 
the point of these questions becomes obvious, inasmuch as they made 
the low bid. 

Didn’t your office have estimates that would suggest an area for 
reasonable biddings? 

Mr. McCautery. We had a report made by Capitol Engineering 
which was a survey that was given to each contractor who bid on 
this job. 

BIDS TAKEN IN WASHINGTON, D.C. 


Senator McGezr. But could you not tell, from your own knowledge, 
from your own evidence here, which bids were more nearly in line 
with the facts of the problem here in Vietnam ? 

Mr. McCautry. These bids were taken in Washington, D.C. 

Senator McGrr. And you people here were not consulted ? 

Mr. McCautey. That is right, sir. 

Senator McGerr. That’s the first point that I think needs to be clear. 

Mr. McCautry. I had sent back to Washington, to the Director 
General of the Ministry of Public Works, Mr. Dinh, the foreign aid 
liaison officer, Mr. Tuan, and Mr. Smith, to help negotiate the Capitol 
Engineering contract. AIl were in Washington when these bids were 
received, and they agreed upon the selection of Johnson, Drake & 
Piper. 

Senator Gore. What was the purpose of the bidding ? 

Mr. McCauxtey. Do you mean the scope of the work, sir? 
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BIDS COMPARED TO CONTRACTS 


Senator Gore. What’s the purpose in calling for bids on a cost 
plus contract? In essence, you negotiated a contract. : 

Mr. McCautey. In essence, I believe it should be a negotiated con- 
tract. However, Washington regulations call for bidding of this type. 

Senator Gore. I am asking the purpose of this. Now, would the 
terms of the contract have been any different if Johnson Drake & 
Piper had bid $23 million instead of $14, or $10 instead of $14 million? 

Mr. BarriemMan. Sir, there are two variables in the bidding on 
contracts. One, the overhead rate which varies between contract, 
and the other is a fee. Otherwise, costs are on a reimbursement basis. 

Senator Gore. Now, which of these would be affected in this case, 
whether Johnson Drake & Piper bid $10, $13 or $16 million? 

Mr. Barrteman. You asked the purpose of two variables between 
the bid. One, the overhead rate which may be 50 to 150 on up, and the 
fee which may vary from $50,000 to $250,000. Those are variables; 
the others are reimbursed costs. 

Senator Gore. What was the variation in the fee in this case? 

Mr. BattLeman. What were the differences in the fees ? 

Mr. McCautey. Johnson Drake & Piper’s bid was $400,000 on 
part I. Seven hundred eighty thousand dollars was the highest bid 
on part I. 

Senator McGee. A range in fee from Johnson Drake & Piper’s 
$700,000 to $1,550,000, which seems to be a high fee; the others were 
quite uniform—all $1,200,000 or $1,250,000—with one major excep- 
tion of $920,000. 

Senator Gore. Is the fee generally related to the estimated total 
cost ? 

Mr. McCauvtry. Yes, sir, and the fee is usually negotiated. 

Senator Gore. Mr. McCauley, did the Government of the United 
States biy all of the equipment for this highway project? 

Mr. McCautry. Yes, sir. 

Senator Gore. What has Johnson Drake & Piper furnished for the 
project ? 

Mr. McCautry. Management, organization, and the training of the 
men on the job. 

Senator Gore. They provided no equipment, no material. They 
have only provided personnel with whatever capacities they may 
have. 

Mr. McCavtry. That is correct. They also do the purchasing of 
the materials under our standard procedures, and they did do the 
purchasing of some of the equipment which was bought on a com- 
mercial basis. . 

Senator Gore. But they didn’t pay for it. 

Mr. McCautey. No, sir. 

Senator Gore. Then all they provided is personnel with such ca- 
pacities as management, technical capability, et cetera. Now each 
employee of Johnson Drake & Piper has been drawing a salary which 
is fully reimbursable. 

Mr. McCavtey. That is correct. 

Senator Gore. So the fee that they receive is completely net profit 
above all costs related to the project. 
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Mr. McCautry. Yes, sir. 


Senator McGer. Are any other calculations in such a bid that would 
provide additional net gain to an organization ? 
Mr. McCav.ry . No, s sir. Their net gain would be limited to the fee. 
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COST PLUS FEES CONTRACTS 


Senator McGrr. Entirely to the fee. Any increase in costs would 
be on a direct cost basis and paid for by the U.S. Government. Under 
those circumstances, why call for bids on anything other than the 
fee? Here they submit cost bids that range from $45 million down to 
$14.5 million. Why don’t we confine bidding to the fee? 

Mr. McCautey. You're asking a question that is out of my control. 

Senator McGrr. Who can answer ? 

Mr. McCautey. Those would have to be answered in Washington. 
That’s where bids are taken. 

Senator McGee. Let the record show that we intend to raise this 
question in Washington with the ICA. The purpose of cost bidding 
beyond actual fee. 

Senator Gore. From my own long experience on examining thou- 
sands of Government contracts, I am firmly of the conviction that cost 
plus contracts are an abomination. Johnson Drake & Piper under- 
takes no risks. They buy no equipment with their own money, no ma- 
terial with their own money. They are reimbursed on every dollar of 
cost, including salaries of personnel. They receive a guaranteed net 
profit with no investment. 

Senator McGee. No risk. 

Senator Gore. No risk and no investment. 


FEES DEMANDED BY JOHNSON DRAKE & PIPER 


Senator McGrr. What about the fee of Johnson Drake & Piper? 
After the initial bid. the costs went up markedly as much as $25 mil- 
lion, $26 million. Did their fee change ? 

Mr. McCavtey. It has not changed up to date. They put in a re- 
quest—a negotiation on the fee is under consideration. 

Senator McGer. A negotiation of fee different from the $700,000? 

Mr. McCavutey. Different from $800,000, the fee for the present 
contract, which differs from the original proposal. 

Senator Gore. This concern, without risk, without investment, 
already assured of a net profit of $800,000 in building the road and 
yet wants more. 

Mr. McCavtry. On the basis of increased quantities and on the 
basis of additional work. 

Senator Gore. None of which involves further investment on their 
part, further expenditure of money on their part. 

Senator McGee. There would be an advantage to the company, at 
no risk or no extra expense in applying for a new contract. I would 
imagine this would be worth a great deal to them. 

Mr. McCautey. I don’t know how you can put a dollar value on 
this, because the employees of the comp: iny do not always remain with 
the company except those in supervisory capacity. Generally, the con- 
struction employees are hired from other jobs of the contr actor. It 
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is required that a certain percentage be on the contractor’s payroll for 
a number of years, a period of time. 

Senator McGer. It is not unusual for a firm to make an extremely 
low bid in an attempt to strengthen its position subsequent to the bid- 
ding. This has measurable monetary value. 

Mr. McCautey. That is not unknown. 

Senator McGer. What about the $700,000 fee that was negotiated ? 
Was it ever at any time lower than that during the negotiations ? 

Mr. McCautey. Yes, sir, lower than that in negotiation. 

Senator McGee. How much lower 4 

Mr. McCautery. The fee on the first part of the original proposal 
was $400,000 as you have listed here. Then there was a change to 
concrete and steel bridges in which it was raised to $450,000. 

Senator McGee. The original proposed called for $400,000. 

Mr. McCavtey. That was raised by $50,000 when the type of con- 
struction was changed. 

Senator McGrr. After the bids were finished or before the bids 
were submitted finally ? 

Mr. McCautry. This was done after the bids had been received. 

Senator McGrr. What about the second part ¢ 

Mr. McCautry. When the original proposal, which included the 
work from Tuy Hoa to Faifoo on Highway No. 1 plus the Saigon- 
Bien Hoa section, when Tuy Hoa to Faifoo section was eliminated 
and Routes 21 and 19 were substituted, the fee was raised to $800,000. 

Senator McGee. On part II? 

Mr. McCautry. No, sir, this is still part I. 

Senator McGer. That started at $400,000, $450,000 and then to 
$800,000, as the scope of the project changed ? 

Senator Gore. How much are they asking now ? 

Mr. McCau ey. I have not seen their request. 

Senator Gore. Do you know what it is? 

Mr. McCautry. No,sir. 

Senator Gore. Anybody ? 

Mr. Newnousr. It’s under negotiation in Washington, Senator. 

Senator McGer. To your knowledge, $800,000 is the present level ? 

Mr. McCautry. Yes, sir. 

Senator McGerr. That is their fee in part I. The fee is the same 
still in part IT? 

Mr. McCautry. No, sir, not same in part II. 
tional work which we have not undertaken. 

Senator McGer. That would still be subject to negotiation. 

Mr. McCautry. We have recommended the inclusion of the bridges 
and about 11 kilometers of highway between Ninh Hoa and Nha 
Trang—that is what. is called amendment No. 3 and is under consid- 
eration in W ashington today. 

Mr, Newnousse. Mr, McCauley, to the best of your recollection, did 
the fee for part I ever drop back down again from $800,000 to a figure 
of $550,000, and then go back to $800,000 4 

Mr. McCautry. Not to the best of my knowledge. 

Senator McGrr. Do you have any knowledge as to whether John- 
son, Drake & Piper had just prior to this contract bidding been 
high bidder on the Cambodian highway project ? 

Mr. McCautey. I would have no knowledge of that. 

44579—60—-pt. 2——6 


There is addi- 
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REASON FOR INCREASE IN ESTIMATED COST 


Senator McGrr. What accounts for the extra sharp increase by 
$25, $26 million in the Johnson, Drake & Piper bid ? 

Mr. McCautey. Increased quantities on the job over those orig- 
inally estimated is the main reason for the increase in cost. 

Senator McGer. Increased quantities? You mean more miles of 
road? Higher standards? 

Mr. McCautey. Probably not a higher standard but an overrun 
in the original estimate of quantities. 

Senator + GORE. Quantities of what? Quantities of dirt ? 

Mr. McCautry. Quantities of dirt, bridge structures themselves 
increased in length; in one case an increase in asphalt surfacing. 
An increase in quantities, especially the Bien Hoa job due to the un- 
usual, unstable subsurface conditions which required greatly increased 
quantities over the job itself. 

Mr. Dursrow. Earth, sand, et cetera. 

Senator McGee. Is it conceivable that other bidders had made 
allowance for that ? 

Mr. McCautey. It would depend entirely upon experience, sir. 

Senator McGer. Would experience have caused them to make a 
higher bid, with this in mind ? 

Mr. McCautey. It is conceivable that it could have caused it. 


NO EXAMINATION OF BIDS IN FIELD 


Senator McGee. What safeguards have you at this end, as you 
examine bids, to calculate the validity of a bid in terms of that factor 
which you just mentioned ? 

Mr. McCaw tey. Sir, I don’t have the opportunity of examining the 
bids. 

Senator McGee. You are not permitted or asked to relay your 
professional judgment to Washington where contracts are written ? 

Mr. McCattey. In this contract, we were not. 

Senator McGee. Would you consider it desirable in a program such 
as this, if you, who are here on the spot, were asked to have a look 
at the bids? 

Mr. McCattey. I think it would be very desirable. 

Senator McGee. I agree. 

Senator Gore. You said, “In this contract, we were not.” 

Was this contract out of the ordinary ? 

Mr. McCautry. No, sir. 

Senator Gorr. Are you sometimes asked to submit your judgment ? 

Mr. McCautey. Our judgment is generally not asked for on the 
award of the contract. We are generally allowed to review the con- 
tract when they get into final negotiation to see that it meets condi- 
tions in Vietnam. 

Senator Gore. Was that true in this case? 

Mr. McCautry. Yes, sir. 

Senator McGue. After the bid had been awarded ? 

Mr. McCautey. That is right. They sent a draft contract in May 
of 1957 which we reviewed and made some changes, took out a section ; 
returned it to them in July of that year. 
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Senator McGerr. Would it be to the advantage of any organization 
bidding on one of these projects to pitch it low deliberately, unrealis- 
tically low, in order to increase chances of getting the contract? 

Mr. McCattey. It is a possibility, sir. 

Senator McGrr. Do you see any safeguard against that happen- 
ing—short of an inspection—other than an appraisal of the bids by 
someone such as yourself here on the spot? 

Mr. McCattey. I think that would be the best safeguard. 

Senator McGer. It would seem to me that this is one of the sugges- 
tions that we want to pass along back in Washington. 

Mr. McCautey. We would like to have a review of the bids either 
here or send somebody from here, who is fully cognizant of the facts 
here, back to ICA in Washington at the time bids are taken and at 
the time of negotiation. 


DECISION TO WIDEN SCOPE OF PROGRAM 


Senator McGer. You referred earlier to the widening of the scope 
of the program. Did you make the decision to widen the scope of the 
program, or if not, where was this decision made? 

Mr. McCautey. This decision to change the program from the Tuy 
Hoa-Faifoo section to Route 19 and Route 21 was made by the coun- 
try team. 

Mr. Dursrow. I referred to that yesterday, Mr. Senator. 

Senator McGrr. What other scope-widening decisions were made, 
aside from the change of routes? Any other ways in which the scope 
of the program can be expanded ? 

Mr. McCautry. There could be. 

Senator McGer. The width of the road? 

Mr. McCautry. Or the boosting up of standards established in 
this contract which stated the width of the road. It gave the side 
slopes, back slopes. Note, we did not have at that time final plans— 
it was only preliminary reconnaissance on the job itself. All it did 
was establish standards. 

Senator McGer. So that the changing of the scope of the program 
involved relocation, quantity, widening, et cetera, and included other 
factors, and those decisions you make through the country team? 

Mr. McCautry. If there is a change in the scope of the work as 
outlined in the contract, before we may proceed with the particular 
change we would also have to have ICA, Washington’s, approval. 
But where it includes additional work as surfacing on Highway No. 
21, that decision also comes before the country team. 

Mr. Dursrow. On that particular change, which I take full re- 
sponsibility for, after talking to the experts we finally explained to 
Washington why we thought this change would be better for the local 
situation, military, economic, and otherwise, and finally Washington 
agreed to this. They were not in concurrence immediately until we 
gave a full and justifying explanation as to why we suggested this 
change. 

WHY BIDS VARY 


Senator McGrr. This still leaves the question of the procedure. 
Do you think that the selection of Johnson, Drake & Piper, in your 
judgment as an engineer, was the result of realistic bidding? 
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Mr. McCavtey. That would be purely an opinion. 

Senator McGerr. Iam soliciting your opinion. 

Mr, McCavtey. Who knows what a contractor will bid? One con- 
tractor wants to do a job one way, one wants to do it another. Of 
course, different costs are involved. 

Senator Gore. The difference between $13 and $45 million is slightly 
large, isn’t it? 

Mr. McCautry. The man who bid $45 million didn’t come out 
here. 

Senator McGrr. Johnson, Drake & Piper was here ? 

Senator Gore. The question arises whether they would have been 
better off not to have come. 

Senator McGer. They didn’t miss the mark much further than the 
fellow who was not here. That is the reason whether you, as an 
engineer, and on the basis of your on-the-spot knowledge, think that 
the Johnson, Drake & Piper bid was realistic? 

Mr. McCautrey. In the light of our knowledge today and the addi- 
tional work and material, we would say that the original bid was not 
a realistic bid. At the time the bids were taken, we did not have 
preliminary data to make a really accurate estimate. I don’t know 
whether we could or not. This bid was not confined to Capitol Engi- 
neering’s estimate because conditions had changed. 

Senator McGrr. What was the Capitol Engineering Corp. estimate, 
higher or lower? 

Mr. McCautey. It was higher. 

Senator McGer. Substantially higher? 

Mr. McCautey. I believe twice as high. 

Senator McGrr. Would you, as an engineer, be inclined to accept 
the survey as valid? 

Mr. McCautry. I believe it was the best they could do in 2 months’ 
time. 

Senator McGee. Would that not have given you a yardstick to raise 
the question ¢ 

Mr. McCautey. It should certainly raise a question. 

Senator McGer. So that your answer would be before the ex- 
perience rather than after the experience, there was reason to ques- 
tion the realistic nature of the Johnson, Drake & Piper bid? 

Mr. McCavtey. That certainly should have been looked into. 


APPLICATION OF SECTION 517 OF MSA ACT 


Senator McGrr. Mr. Newhouse, what about section 517 of the 
Mutual Security Act. You looked that up. 

Mr. Newnouse. It might be well to get an opinion from the Am- 
bassador and Mr. McCauley as to whether you think section 517 of 
the Mutual Security Act will contribute in the future to programs 
of this sort or will it be a hindrance. Section 517 prevents the obli- 
gation of more than $100,000 to projects that have not been adequately 
surveyed. Based on your experience, Mr. McCauley, do you think 
this is a useful amendment to the MSA ? 

Mr. McCavutry. We immediately started to comply with section 
517 when it was placed in the Mutual Security Act. Our job on High- 
way No. 19 complies fully with section 517. I believe that it will ma- 
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terially aid in overcoming the difficulties such as we have had in 
increased costs on this job. However, if you get into conditions 
similar to those in Vietnam at the time this job was let, I do not 
believe it would be possible to operate under 517. 


TIME LIMIT ON SURVEY 


Mr. Newnovse. That brings up the question of the conditions under 
which this program began. Is it true that Capitol Engineering had 
only 60 days in which to get from the United States, make their 
surveys, return to the United States, and submit their report ? 

Mr. McCautey. That was part of the “package,” yes, sir. 

Mr. Newnovuse. Who imposed this time limit ? 

Mr. McCattry. I don’t know if it was imposed here. 

Mr. Newnouse. On a project of this scope which was obviously 
going to take 5 or 6 years, do you think it would have been adv isable 
to have allowed more time to survey and make recommendations ? 

Mr. McCautey. Ordinarily it would have been advisable to take 
more time; yes, sir. 

Mr. Newnouse. Were the fixed costs of the equipment used on this 
project a part of the total estimated costs? In the United States the 
contractor can depreciate the cost of his equipment. Over here these 
become fixed costs. 

Mr. McCautry. I would have to review the tenders that were put 
out because I believe, if I remember right, that the equipment was 
to be furnished along with the material by the United States of 
America. 

FINANCING IN PIASTERS 


Mr. Newnouse. How much of this project has been financed in 
piasters, local funding ? 

Mr. McCautey. For total Johnson, Drake & Piper contract we 
estimated $28,830,000, dollar equivalent, in piasters. For Capitol 
Engineering, $2,448,000, dollar equivalent, in pilasters. 

Senator McGrr. What exchange; 35 to 1? 

Mr. McCautey. 35 to 1. 

Mr. Newnouse. Would this 35 to 1 rate have affected the ultimate 
cost ? 

Mr. McCavtey. That is a very difficult question to answer. 

Mr. R. Suir. May | answer that one? Yes, if you have more 
piasters. Actually we generate piasters at about 42 rate. For all 
actual ac ot purposes, it reduced that cost if you divide by 42 
rather than 35 

Mr. Newnouse. The point is, the piasters were acquired at 35 to 1. 

Mr. R. Smrru. They were acquired at 42 to 1. 

Mr. Newnouse. All right, at 42 to 1, but the contractors have been 
spending piasters at the rate of about 72? 

Mr. R. Smiru. No, sir, I do not believe that prices are based on 72 
to 1. Prices to Americans living here might be, but in the general 
overall economy the yardstick is the piaster. I think we went into 
this yesterday, but I believe there is very good evidence that the value 
of the piaster is somewhere around 50 to 1. 
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Mr. Newnovuse. Does this distinction appear in the calculations 
upon which the estimated cost of the project is based? That is, the 
difference between 42 and 50. 

Mr. McCautey. These are based strictly on 35. 

Mr. R. Smiru. Piasters merely converted for convenience at official 
rate. 

Senator McGer. No margin there between 42 and 50 that could re- 
bound to the advantage of the contractor. Purely a paper operation? 

Mr. McCautey. No, sir, it could not. It could only rebound to the 
advantage of our total cost. 

Mr. Newuouse. I should like to ask Mr. Murphy of Johnson, 
Drake & Piper a question. Do you think, Mr. Murphy, that part of 
the explanation for increase in cost of this project lies in this piaster 
funding? 

Mr. Murrny. I am hardly qualified to go into the economics of 
the situation, but the original estimates were based on a dollar-fund- 
ing basis, and I would have to be an expert in the field of local econ- 
omy to give you a qualified answer. 

Mr. Newnouse. Mr. Funk? 

Mr. Funx. I back away from this question too. We have no direct 
contact with that phase of it at all. The piasters we spend are made 
available to us and are simply put in our bank account. I can’t say 
how they are arrived at, I have never known and have never raised 
the question and, frankly, I can’t answer it. 

Mr. Newnouse. Were the bidders on this contract advised of the 
multiple exchange rate here ? 

Mr. McCavtey. We did not have the multiple exchange rate here at 
that time. 

Senator McGee. Would not an audit reveal a great deal of this in- 
formation we seek ? 

Mr. McCautey. I don’t know how an audit would reveal it because 
this is a question of the rate at which piasters are generated. The 
spending inside the country of course would depend on actual material 
and Jabor costs. 

AUDIT OF JOHNSON, DRAKE & PIPER 


Mr. Newnouse. Has there ever been a thorough audit of Johnson, 
Drake & Piper operations here ? 

Mr. McCautey. Mr. Battleman. 

Mr. Barrieman. An audit is in process now which we think will 
wind up after the first of the year. 

Mr. Newuousr. I have a copy of the audit of counterpart expendi- 
tures dated October 15, 1958. Reading on page 3 I see that prior to 
October 1957, the contractor did not maintain POL receipts. 

Senator McGrr. What does POL mean ? 

Mr. Newnouse. Petroleum, oil, and lubricants. The report states 
that prior to October 31, 1957, the contractor did not maintain POL 
receipts in a manner that would permit a survey. Issues and receipts 
of POL products were not properly controlled. Has that situation 
been corrected ; do you know, Mr. Battleman ? 

Mr. Barrueman. We have not finalized the audit; I do not know 
yet; we can bring the auditor in. 

Mr. Newnovss. Is the audit dated October? 
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Mr. Bartteman. The one you are reading from is the preliminary 
audit that was made. We now have a full-scale new audit. We are 
also auditing the dollar disbursements. 

Mr. Murruy. Based on the records we keep that we maintain as a 

matter of procedure on this type of job, we can on any particular day 

ive you a record to the last gallon of gas that went into any vehicle. 
hat is how close it is. And that is open for inspection. 


CONTROLS OVER RECEIPTS AND ISSUANCES 


Mr. Newnovse. At the present time is there a proper control of 
both receipts and issuances ? 

Mr. Moureny. There definitely is. 

Mr. Newnovse. Because we received information that the records 
of receipts were quite complete but that the records of issuances were 
not complete and that USOM had no record of the material actually 
being used in the construction of the highways. 

Mr. Morpny. We have a complete sy stem over here, starting from 
the time we receive drawings from the engineers. The material is 

taken off and put on ts abulation sheets and given to the engineers for 
further evaluation and specification. From there it comes down to 
my department. From my department it is functioned to the project 
man. This is for justific: ition and a recheck together with listing the 
purchase order on a running tabulation—so that at any particular 
time at any hour of the day w vhen a purchase order comes down to my 
office, I automatically know what the overall budget standing is. 
From there that purchase requisition is forwarded to New York and 
the material is purchased according to procedure, according to com- 
petitive bidding. The material is shipped, cleared through customs, 
received and inventoried, it is then warehoused in a central w: arehouse. 
From that point it is issued to departmental warehouses where it is 
receipted and issued again. Issue slips are made out for each piece 
of material for each division for each phase of the project. The tssue 
slips are tabulated and worked against the posting—in other words, 
where a bin was checked just to spotcheck and the items were checked 
against the posting. Now that is our system in brief and we operate 
as we would operate on a lump sum job. As far as close control, we 

can at any time show you. 

Mr. Newnovse. Has anyone from this mission ever attempted to 
check these issue slips against the receipts ? 

Mr. Mourrny. They have. This audit has been a procedural audit. 

Mr. Barrteman. We make up an audit plan before they go in to 
audit. 

Mr. Newnouse. Mr. McCauley, are you satisfied that there is an ade- 
quate record of issuances which your people have access to? 

Mr. McCavtey. Yes, sir. 


RELATIONSHIP BETWEEN JOHNSON, DRAKE & PIPER AND CAPITOL 
ENGINEERING CORP. 


Senator McGer. Do Johnson, Drake & Piper and Capitol Engineer- 
ing Corp. operate under separate project numbers ? 

Mr. McCavtey. The same project number. The program comes 
under the same project number. 
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Senator McGrr. Doesn’t this pose some administrative complica- 
tions? 

Mr. McCautry. Some, primarily because the appropriations come 
for several years under the project operation. 

Senator McGee. It was reported, for example, by the Capitol Engi- 
neering project manager that certain of his people’s expenses, such 
as maintenance in the field, are charged to Johnson, Drake & Piper. 
He likes this arrangement but he thinks it is not particularly efficient 
accounting. 

Mr. McCautey. As I said a while ago, the Johnson, Drake & 
Piper contract calls for furnishing certain services to the Capitol En- 
gineering Corp. upon authorization by USOM and Vietnam. I be- 
lieve that Johnson, Drake & Piper has a record of those expenses and 
that they can be split up and shown as a Capitol Engineering cost. 

Senator McGer. These arrangements with Johnson, Drake & Piper 
were made known and made a part of the contract ? 

Mr. McCauvtey. Yes. It was not possible to arrive at exact costs. 

Senator McGrr. This would mean less cost to Capitol Engineering 
than they had anticipated ? 

Mr. McCavtery. It would, yes, sir. 

Senator McGrr, What happened to the difference ? 

Mr. McCautey. Mr. Battleman. 

Mr. Battieman. If they don’t spend it, it remains with the Goy- 
ernment. 

Senator McGer. They don’t have any record of it—there is no gap 
that they gain in the contract ? 

Mr. McCattey. No, sir, they have only their fee—which is checked. 

Mr. Funk. There is no question about the costs being kept. That 
record is kept and very carefully kept by Johnson, Drake & Piper. 
For instance, when I go up north, every meal and lodging is signed 
for and that is kept by them. 

Mr. Newnovuse. The point is whether these charges should not be 
transferred and carried as Capitol Engineering charges rather than 
Johnson, Drake & Piper charges. 

Senator McGerr. I don’t understand completely the overlapping of 
the two operations. Is it conceivable that Capitol Engineering, for 
example, and Johnson, Drake & Piper would have differences? They 
did in their opening estimates of what this whole project was going 
to cost. 

Mr. Funx. Those things can always happen. I don’t know what 
the difference is. 

Senator McGer. Is there a suggestion that because of the difference 
in their functions that one is a check on the other ? 

Mr. Funk. We keep a record of what we get from Johnson, Drake 
& Piper. I think from our records we can verify their records. 

Senator McGrr. But Capitol Engineering makes the estimates, the 
survey of the project for Johnson, Drake & Piper, is that right ¢ 

Mr. Funk. Yes, that is right. 

Senator McGee. Is there any area of conflict between these two! 
Would a design engineer, for example, disagree with the construction 
people over how you ought to construct the road, or where this road 
should be located ¢ 
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Mr. Funk. We make the plans and tell them how and where to 
build. 

Senator McGee. Can they take any exceptions ? 

Mr. Funk. Yes, they can and we consider any such exceptions they 
have to offer. 

Senator McGee. Would there be any advantage in integrating the 
operations of the two and thus reducing differences ? 

Mr. Funx. I doubt it. The situation is no different here than it is 
in any other type of contract. We have always been willing in unit 

rice contract—I am talking about experience—if a contractor comes 
in and he has a method to suggest or a change to suggest that is eco- 
nomical and advisable, in all my experience we have gone along in. 

Senator McGer. That is not the point. Once you have meshed your 
accounting and your operations with one picking up tabs for the other, 
haven't you also compromised your independence ? 

Mr. Funk. Absolutely not in this type of contract. 

Senator McGee. Is there no conceivable way in which it would tend 
to dull the engineer’s judgment ? 

Mr. Funk. Emphatically no. 

Mr. McCavtry. This meshing of the operations was primarily a 
housekeeping problem. When you are working in areas, where High- 
way 21 was built, the contractor has the camps, he has the personnel 
there to apnea the camps. He can furnish quarters and food at little 
additional overhead cost. If we had to proceed and set up another 
camp for Capitol Engineering, maybe half a dozen to do the same job, 
the job would cost us more and it is all a reimbursable cost. This was 
placed in the contract to reduce the overall cost of the job itself. 





CAPITOL ENGINEERING CONTRACT 


Mr. Newuovse. Is the Capitol Engineering contract still in the 
process of renegotiation ? 

Mr. McCau ey. Yes, sir. 

Mr. Newnovuse. How much longer is its extension period ? 

Mr. McCautey. The end of this month. 

Mr. Newuovuse. Has the mission been asked to make a recommenda- 
tion on renewal of this contract ? 

Mr. McCau.ry. We made a recommendation on the renewal of the 
contract 4 or 5 months ago. We do have a document from Washing- 
ton which we will answer very shortly giving certain proposals which 
have been made and asking for our comments. 

Mr. Newnouse. What was your recommendation ¢ 

Mr. McCautey. I would have to get that file. 

Mr. Newnovuse. Did you recommend that the contract be renewed or 
canceled ? 

Mr. McCautey. We recommended the renewal. 

Mr. Newnovuse. I see. 

Mr. McCautry. Our recommendation is for an extension of the con- 
tract for completion of this present work and for design on certain 
bridges on Highway 1, 13, and 14 and for certain other work. 

Senator McGer. You are satisfied with the Capitol Engineering 
Corp. performance? 

Mr, McCautey. We are satisfied with their performance, yes, sir. 
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Mr. Newnovse. Do you think that they have fulfilled the terms of 
the contract? As an engineer, are you satisfied that their performance 
corresponds with the terms of the contract ? 

Mr. McCavtry. As I have said before, there were delays in the 
recruitment of personnel and placing of personnel on the job. That 
was at the start of the contract. There were further delays about a 
year and a half ago when it was apparent additional personnel would 
be needed on the job, after we had reached agreement with the vice 
president of Capitol Engineering Corp. As far as the actual en- 
gineering work on the project is concerned, I think they have done 
a fairly good job. 

Mr. Newnovse. A fairly good job? ; 

Mr. McCautey. Yes, sir; we also had some delay in the submis- 
sion of the main plans for the Saigon and the Dong Ngai River 
bridges. 

Mr. Newnovse. That was quite recently, was it not ? 

Mr. McCautry. That was about 6 months to a year ago. 

Mr. Newnovse. Has Capitol Engineering Corp. brought in sufficient 
personnel to fulfill the terms of the contract ? 

Mr. McCautry. They had an effective strength of two men on 
December 31, 1956, and got up to, I believe it was 42—44 by June 1957. 
Under the contract within 30 days after the contract became effective, 
which was about 30 days after the signature date on the contract, they 
were supposed to have a preliminary group of men here. 

We thought that they should have the major part of the people 
here except for the advisory group within 90 days after the contract 
was signed. 

EFFECT OF DELAYS ON COSTS 


Mr. Newnovse. Do these delays have a measurable impact on cost, 
or an effect that you can estimate ¢ 

Mr. McCautry. They do have an effect upon the delivery of plans 
and probably would have an effect on the original estimate made in 
May and July of that year. 

Mr. Newnovuse. Does this slow down the whole process ? 

Mr. McCattey. Yes, it does. 

Senator McGrr. Was Johnson, Drake & Piper delayed in getting 
underway because of this Capitol Engineering delay in getting up to 
strength ? 

Mr. McCautry. That, of course, is a difficult question to answer 
properly. The contractor in his letter of intent had authority to 
bring 100 men to Vietnam so that if he saw that the plans were not 
going to be forthcoming, he did not have to bring out the whole group 
atonetime. But this delayed ordering equipment. 

Senator McGee. Problematically, how do you put a dollar value 
on it? 

Mr. McCautry. There was delay. 

Mr. Funk. On behalf of Capitol, we categorically deny major de- 
lays on the project as a result of inefficiency on the part of Capitol 
Engineering. I hope to go on record that there were no delays, in 
fact, on the construction of the project. 

Mr. Newnovsr. Mr. Murphy, do you care to join this discussion? 

Mr. Moureny. Well, in our documentation which is the substantia- 
tion relating to amendment 3, both as to the time extension and the 
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fee factor, it more or less clearly points out the fact that it—time of 
completion—has been extended. 

Mr. Newuouse. I don’t understand 

Mr. Morruy. The substantiation of amendment 3 as presently 
stated in Washington in ICA and under negotiation, clearly states 
the contractor’s position. 

Mr. Newnouse. What is Johnson, Drake & Piper’s position ? 

Mr. Murreuy. There has to be some justification for an increase in 
the time factor mainly due to scope of work and I feel that the com- 
pany has stated their case rather precisely, which is a matter of record 
in amendment 3. 

Senator McGrr. And it says there was no serious delay or was 
there ? 

Mr. Murreny. There were delay factors, but it was before my 
particular time. 

Senator McGerr. Are you familiar with the record ? 

Mr. Murruy. No, I am not, because those negotiations were made 
in New York. I am not fully qualified having not been here at the 
inception of the job. 

Senator McGee. In which case you are not familiar. I suppose it 
would be appropriate to have it made a part of the record. 

Mr. Funx. On this point, this matter of delay, there is a moot 
question of opinion which has to be resolved, with due respect to 
this committee assembled. I don’t think this can be resolved before 
this committee and I think it should be resolved in ICA, Washington. 
That is where I think it must be resolved and I am not contending that 
your committee is not entitled to the facts. I am sure that Mr. Mc- 
Cauley is sincere in his statement as to whether or not there have 
been major delays. 





DELAY IN SUPPLYING PERSONNEL 


I would like to point out one thing, for example. Capitol did kick 
the thing around in connection with the design of the two major 
bridges in that they sent over a schedule in July of 1958 setting up a 
schedule for completion of plans which they did not meet. I was 
not project manager at the time. I was project manager when the 
final plans did come through. As of this minute, trying to illustrate a 
point, I do not think there was any delay at all when I saw the 
magnitude of the plans. It is my considered opinion that they did a 
marvelous job in producing the plan in the time which they did 
and that opinion has been confirmed to me by other competent 
designers. The only thing wrong is that Capitol went on record 
about the time the designers would furnish them stating a certain 
date and did not meet that schedule. 

Senator McGer. Our concern understandably is delay, if there was 
one, and your explanation is that it was not undue delay in light 
of the reality of the situation. But in order to correct misunder- 
standing, there has to be a correction further up in ICA in terms of 
time and date. 

Mr. Funx. It has to be resolved here and made a part of the rec- 
ord. We were obligated to furnish so many men. It would have 
been extremely unwise to send all those men over here at. one time, 
when we can only work on one phase of the program. If we had 
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sent all of the men called for in the contract as of the first of 
January 1957, we would have had a lot of men not doing anything, 
We have used all the men to excellent advantage and we can prove 
the point again. I am not trying to hide the point. 

Senator McGerr. The issue is whether you could have used more 
men. 

Mr. Funx. We were limited with the number of men. 

Senator McGerr. You could have brought more over sooner. You 
said you felt you could use them but did not bring them. 

Mr. McCautey. I think that the record of the personne] who ar- 
rived here and the uses they were put to is plain. We have it in the 
record in our office. We believe they could have brought over the 
field survey people and design people sooner than they did. I had 
no intention of saying they should have brought all the people over at 
once. 

Mr. Newnouse. Do you think Capitol’s lack of overseas experience 
may in part explain certain of the shortcomings of their performance 
under this contract ? 

Mr. McCautey. I sincerely believe that the lack of overseas ex- 
perience has had effect on this particular part of the contract. 

Senator McGrr. What I don’t understand is why this decision is 
something that has to be corrected in Washington. This seems to be 
a case of faulty judgment on the part of Capitol Engineering. Why 
must the correction be made in Washington ? 

Mr. McCautey. We have forwarded to Washington our judgment 
on the performance. That will come up as a part of the negotiation 
of the amendment to the contract. Any final decision will be made 
there. 

Senator McGer. This is not the first time the committee has made 
the discovery that in trying to tighten up the program here, it is 
necessary to go back to Washington. And that is the reason we 
raised the question in the discussions of slowness of Capitol Engin- 
eering. Did you report that in your judgment van Engineering 
was too slow, or whether circumstances had gone beyond their con- 
trol? 

Mr. McCautey. I refer to those put into the record today. This 
report is used in the negotiation itself and will have a direct effect. 

Mr. Newnouse. Has the question of a penalty clause arisen? 

Mr. McCautry. No, sir. 

Mr. Funk. You referred to a dispute. I don’t like the word dis- 
pute. It is a difference of opinion on both sides which I feel can be 
resolved. There has been no dispute. 


ABILITY OF VIETAMESE TO TAKE OVER FUNCTIONS OF CAPITOL 
ENGINEERING CORP. 


Mr. Newnovuse. On August 7, 1959, a cable to USOM signed by 
Riddleberger asked these questions regarding 65 bridges to be de- 
signed by Capitol. Since plans are to be available has considera- 
tion been given to use of unit price or lump sum contracts; has the pro- 
gram of Capitol Engineering been effective enough to allow the Viet- 
namese Government to design and supervise construction of the 
bridges; will standard design spans be utilized on bridges, with 
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standard abutments; have such standards been worked out? We have 
a copy of that cable but we do not have the response. 

What is the response ¢ 

Mr. McCautry. May I get a copy of the cable? 

Mr. Newnovss. I don’t have it. I have got it in the files in Wash- 
ington, dated August 7, 1959. 

(The cable was answered under date of August 15 by USOM, in- 
dicating that it was desirable to consider this work as part of phase 2 
of the es Drake & Piper contract.) 

Mr. Newnouse. Could the Vietnam Department of Public Works 
take over some of the functions currently planned by Capitol Engi- 
neering / 

Mr. McCautry. They are doing some road construction at the pres- 
ent time. We have planned to phase out the grading by the Ameri- 
can contractor on completion of the grading work on Highway No. 
19. We have these 65 bridges which we would still like to ‘build Ww ith 
an American contractor and under design by the present Capitol Engi- 
neering organization. We have on Routes 14 and 13 a number of other 
bridges on which the surveys and designs of smaller bridges will be 
made by Vietnamese as a start of the design department of the high- 
way division of Vietnam. We will work them into the program as fast 
as they are able to undertake the work. 


SURFACING OF ROUTE 21 


Senator McGrr. The question of the decision to blacktop Route 21 
has pointed out that there had been some difference of opinion be- 
tween Capitol Engineering and the Vietnamese Public Works on that 
question. In the ‘light of what has transpired would it not suggest 
that Capitol Engineering had been in error? 

Mr. Funk. Frankly, I don’t know of any dispute with Vietnam or 
anybody. I am not aware of that, talking about something I just 
don’t know anything about. 

Senator McGrr. That was not the impression of our investigators, 
after talks with you, as I understand it. There was a change of policy 
which the country team and the Ambassador approved, taking the re- 
sponsibility for the decision, which ran contrary to the belief that there 
was no need to blacktop 21. The i impression was given through you 
that this reluctance to blacktop 21 was less on the shoulders of Capi- 
tol Engineering than it was on the shoulders of ICA, Washington. 

Mr. Funk. I don’t grasp your point, Senator. We did not recom- 
mend that treatment originally, It came about piecemeal. 

Mr. Dursrow. I refer : again to the briefing we had in my office about 
June 1957, shortly after T arrived, when C ‘apitol Engineering repre- 
sentatives and Johnson, Drake & Piper explained to us the ‘type of 
road they planned to build. They described and General Williams 
concurred in my recollection that they had a type of road construction 
of putting in various sizes of rock, kneading it in and pressuring it in, 
and if you did this, you would have a road that did not have to be 
blacktopped. It w ould wear out a bit in the rainy season but could 
be maintained quite easily. The contracting experts explained this to 
the country team in my office, and therefore the original design de- 
scribed would not need blac -ktopping because the new system would 
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make a good secondary road for Route 21, and would require a mini- 
mum of maintenance. 

Senator McGee. Capitol Engineering was involved in this briefing. 
Who represented them ¢ 

Mr. Funk. Senator, I think that apparently the dispute you re- 
ferred to was about the original concept, which was that there would 
be no surface treatment required; however, in the first instance we 
got the complaints and requests last fall from the military and the 
people living on the east end, and then we found, too, that the traffic 
volume was heavier than anticipated at any previous time. Traflic on 
Route 21 is still going to be heavier than anticipated. 

Senator McGee. Did anyone disagree with this interpretation at 
the beginning stage ¢ 

Mr. Funx. I was not here. 

Senator McGee. The Vietnamese Department of Public Works? 

Mr. Funk. I was not even here in July of 1957. 


CONTRACTOR’S ADVICE TO BLACKTOP ROAD SURFACE 


Mr. Dursrow. I must get into the record the timing, because of the 
original impression in the original statements made by Capitol En- 
gineering and Johnson, Drake & Piper in 1957; that we would not 
have to surface the road and we bought the road as described in the 
meeting in my office. Then Washington was rather surprised when 
we came out and said in our judgment, based on experience, we should 
decide to pay the $500,000 to protect our investment. 

Washington did take a little time to agree, since we had earlier been 
led to believe that we would not need to blacktop this road. 

Mr. McCautey. On the cable to Washington—we sent a cable for 
approval on January 29. We got a reply on February 10; negative, 
but requesting further justification. 

At that time we also got the MAAG engineers to review the entire 
project and on March 21 we sent in a complete justification; we got an 
approval in April 1957. 

In the meantime, I have a copy of the letter from Capitol Engineer- 
ing advocating the asphalt surface treatment on Highway 21, dated 
February 11, 1959. 

(The copy of the letter referred to is as follows:) 

CAPITOL ENGINEERING Corp., 
Saigon, Vietnam, February 11, 1959. 
Mr. D. F. McCautey, 
Chief, TCP Division, 
USOM, Saigon. 

Dear Sire: In keeping with your verbal request, the following is a report com- 
piled by our highway section relative to support for bituminous surface treat- 
ment of Route 21: 

“The proposed single surface treatment will be beneficial for the following 
reasons : 

“1. Reduced maintenance costs.—Our report on maintenance for Route 21 
dated January 13, 1959, contained recommendations as to the permanent mainte- 
nance force which should be set up for Route 21, irrespective of the base and 
surfacing of the constructed facility. 

“T believe this to be misleading in that the major maintenance routine repair 
expenditures will differ depending on the type of surfacing. An unprotected 
base would probably require extensive reworking and the addition of more base 
material every few years even if well maintained. This extensive work would 
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require a temporarily expanded force of both men and equipment. A bituminized 
surface should not require extensive repair as often, and when such repair be- 
comes necessary a smaller force would be adequate. Therefore, in the long run, 
average yearly maintenance cost should be less with a paved facility. It is 
very difficult to put a monetary value on such a reduced cost since there are so 
many variables involved. 

“A paved facility will allow the maintenance organization to spend a greater 
percentage of the time on slopes, drainage, etc., since the surfacing will require 
less work on the traveled way. The highway will be easier to maintain and 
will be in better condition than the aggregate surface. 

2. Increased serviceability —A paved facility will give better service since: 
(a) Less repair will be necessary within the traveled way, therefore less traffic 
interruption ; (0) travel time will be better in that a smooth firm facility is pro- 
vided; (e€) base failures caused by saturation or rainfall runoff should be mini- 
mized—an all weather facility is provided. 

“The aggregate surface will be difficult to keep in a smooth condition. Ruts 
and transverse corrugations will form even with normal maintenance. An 
application of asphalt will bind the aggregate together and prevent 
deformation. 

“3, Increased safety.—The asphaltic surfacing acts as a dust palative re- 
sulting in a dust-free surface which is not only much safer but is also more 
pleasant for the local inhabitants. Besides giving increased visibility by con- 
trolling the dust, safety is also improved because of the higher friction factor 
attributed to the paved road. You can stop easier and quicker on a surfaced 
facility as you are not as apt to skid. 

“In addition to the above, a surfaced facility should be provided for its 
propaganda value, it presents a much better impression than the present con- 
struction will. Actually, the original road as constructed by the French had 
many of the features of a paved facility. The coarse waterbound macadam 
surface although narrow, rough riding, and with a low safe speed was rela- 
tively dust free and unaffected by most rainstorms. Lack of adequate main- 
tenance during the war years caused rapid deterioration and the facility became 
entirely inadequate. 

“The area served by this highway is presently being developed as a major 
farming area and all indications are that this development will continue at 
an accelerated rate. Traffic volumes may be expected to materially increase with 
the population growth. The area has the potential of generating considerable 
traffic. It appears that a substantial increase has already taken place since 
construction of the improved road commenced. The traffic volume counts re- 
cently made under the direction of the advisory group resulted in average daily 
traffic figures for motorized vehicles ranging from over 400 near Ban Me Thuot 
to approximately 200 at M’Drak. Most authorities stipulate that untreated 
surfaces are not economical when traffic volumes are greater than an average 
of 400 to 500 vehicles per day. 

“In summation, a single surface treatment is deemed advisable in that it re- 
duces long range maintenance costs, simplifies and permits more adequate main- 
tenance, increases safety and serviceability, and results in a longer life fa- 
cility better adapted to accommodate the growth of the area it serves.” 

Yours very truly, 
. J. HARMAN, Project Manager. 

Senator McGer. Is there anything in your regular progress re- 
ports on Highway 21 that was critic al of the Johnson, Drake & Piper 
performance ? 

Mr. Funk. No, I don’t believe so; even though there may be a 
comment that work was being performed under unfavorable circum- 
stances. We report progress. If any criticism were made we might 
have said that the work is being performed under unfavorable con- 
ditions. 

Senator McGrr. Where do you make your assignment reports ? 

Mr. Funk. Usually if we have any comment to make to contrac- 
tors, we make those in separate letters. 

Senator McGer. Have there been any of those ? 
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Mr. Funk. We have quite a number of meetings on the campsite, 
I was up there on two different occasions; we were fighting to get it 
through and cooperating to get it through; at the same time w eather 
conditions were not good. 


EFFECT OF WEATHER CONDITIONS ON SCHEDULE 


Mr. Mureuy. For purposes of clarification, like any other phase 
I would like to point out that we did start blacktopping in June on 
the east end of the project. Due to the fact that the rains came late 
we did put in 24 kilometers until the rain hit us and stopped us on 
the east end. Schedule calls for renewal of work on west end of 
double-surface section when rains let up. 

We had planned in our schedule according to the best information 
we had on rainfall, we had every expectation it would stop raining 
approximately November 1. The thing we should keep in mind is 
the fact that according to the schedule we have at the present time, 
we intended and have planned to finish the double-surface treatment 
on or about the end of April. The reason for that is that we have 
to finish the double-surface treatment on Route 21 and move that 
entire operation up to Route 19 for the double surface from Nhon 
north to the intersection. We did start approximately the first part 
of November on the west end of that project—highway 21. The 
‘ains had let up, we had a time limit on amount of work and starting 
the work had been approved. You can realize this concept in think- 
ing on the cost factor. We are trying to accomplish two phases of 
the project within a dry season. Do not intend to get caught, thinking 
that there was no justification for starting on November 1 even though 
it would help us considerably on the schedule. ‘Thank you. 

Mr. Funx. I don’t agree with Murphy. I think that their plan- 
ning was all right but the rainy seasons are freakish. We were behind 
on rainfall all ‘along and didn’t have as much rain as usual. On the 
16th of November after starting the work, we had a week of the 
hardest rains we have had during all the rainy season. It wasn’t 
expected at all, but we did have it. From the 16th to the 23d, on 
both 19 and 21, there was more rain than we had at one time during 
the whole rainy season. That points up some of the hazards that are 
involved here. That rain hit because it saturated the base to the 
east so that we had to wait a longer time for that base to dry out 
before we could resume operation and we couldn’t resume until Mon- 
day of this week—the 7th—on any kind of a scale. 

Senator McGer. It’s dry up there now. 

Mr. Funk. On the surface but not underneath. You cannot place 
asphalt surface on it. I would like—I don’t know anything about 
this matter but as far back as October 1958 Capitol Engineering 
wrote to Mr. McCauley 





JUSTIFICATION FOR SURFACING 


Senator McGee. To which point are you addressing this? 

Mr. Funx. The justification for surfacing—the blacktop. On 
October 22 we wrote them in answer to your verbal request for 
justification for having this bituminous surface treatment on the 
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first 16 kilometers out of Ninh Hoa, the following comments are 
submitted : 

1. Along this section of Route 21 there are a number of military 
establishments and enough private residents living along the non- 
military areas for one to consider this stretch of road semisuburban 
with a rather rapid buildup of population to be expected after com- 
pletion of the new road. 

92, A bituminous treatment will minimize the dust nuisance which 

can otherwise be expected to be very disagreeable in this more heavily 
travelled section of Route 21 during the dry season. 

3. The local public works organization has made traffic counts in 
this general area in February and April of this year. These counts 
showed a maximum of 573 motorized vehicles, of which 226 were 
military vehicles, at a point near JDPV Camp 24, near the intersec- 
tion of Routes 1 and 21 at Ninh Hoa. These figures do not include 
937 and 1,009 vehicles, respectively, consisting of scooters, bicycles, 
oxcarts, ete. A more thorough volume traffic ‘count will be taken at 
Camp 24 and at the intersection of Routes 1 and 21 within the ensu- 
ing 3 weeks, ‘These counts should reflect any increase in traffic. 

4, At least part of the original road in this section had a bitumi- 
nous surface. Hence, it is very likely the local population will clamor 
for the new road to also have a bituminous surface. 

5. By giving this part of the road, which has the heaviest traffic 
along Route 21, a bituminous treatment, the overall amount of main- 
tenance on this route will be reduced. 

It is hoped that the above data will be of help to you. 

It was decided that number of military establishments and resi- 
dents were enough to consider this stretch of road semisuburban. 
Now subsequent to that when that traffic count was made under the 
auspices of our advisory group, traffic was still heavier. 

(The letter referred to is as follows :) 

OcToBER 22, 1958. 
Mr. D. F. McCau_ey, 
Chief, TCP Division, USOM 
Saigon, Vietnam. 

DeAR Sir: In answer to your verbal request for justification for having a 
bituminous surface treatment on the first 16 kilometers out of Ninh Hoa, the 
following comments are submitted : 

1. Along this section of Route 21 there are a number of military establish- 
ments and enough private residents living along the nonmilitary areas for one 
to consider this stretch of road semisuburban with a rather rapid buildup of 
population to be expected after completion of the new road. 

A bituminous treatment will minimize the dust nuisance which can other- 
wise be expected to be very disagreeable in this more heavily traveled section 
of Route 21 during the dry season. 

38. The local public works organization has made traffic counts in this general 
area in February and April of this year. These counts showed a maximum of 
573 motorized vehicles, of which 226 were military vehicles, at a point near 
JDPV Camp 24, and a total of 792 motorized vehicles, of which 221 were mili- 
tary, near the intersection of Routes 1 and 21 at Ninh Hoa. These figures do 
not include 237 and 1009 vehicles, respectively, consisting of scooters, bicycles, 
oxcarts, ete. A more thorough volume traffic count will be taken at Camp 
24 and at the intersection of Routes 1 and 21 within the ensuing 3 weeks. These 
counts should reflect any increase in traffic . 

4. At least part of the original road in this section had a bituminous surface. 
Hence, it is very likely the local populous will clamor for the new road to 
also have a bituminous surface. 
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5. By giving this part of the road, which has the heaviest traffic aloug Route 
21, a bituminous treatment, the overall amount of maintenance on this route 
will be reduced. | 
It is hoped that the above data will be of help to you. 
Yours very truly, 
CAPITOL ENGINEERING Corp., 
DonaLp C. OGDEN, 
Assistant Project Manager, 


Mr. Dursrow. When I went up to Banmethout with Senator Hick- 
enlooper on about the 20th or 21st of November, I don’t remember, 
Colonel Cao, who was the man in charge of the land development there, 
told me the reason it wasn’t dusty was s because of a ver y unusual rain. 
So we didn’t get red-headed on that trip. 

Senator McGrr. What you are suggesting is that there has been 
enough congressional traffic up there to require some construction. 

[ Deleted. T 


AMENDMENT TO ORIGINAL HIGHWAY PROJECT AND ADDITIONAL FEES 


Mr. Newnouse. Mr. McCauley, what in essence will amendment 3 
do to the highway program ? 

Mr. McCautey. It is a reflection of the increased quantities of the 
work involved from that estimated in the original contract plus the 
bridges from Ninh Hoa to Nhatrang, of which there are 15, plus 11 
kilometers of highway which is inundated during the wet season. 
This is the increased scope of the work. It also includes asphalt 
surfacing on Highway 21. 

Mr. Newnovse. Is it your opinion that this will result in an in- 
crease in the Johnson, Drake & Piper fee ? 

Mr. McCavtry. Naturally, there would be an increase in the fee 
according to the increase in the work they are going to do. 

Mr. Newnouse. How much the fee should be increased would be 
the question in Washington then. 

Mr. McCautry. I do not know, as of this minute, whether they 
are negotiating this as an amendment to the contract. Mr. Smith, 
who is my chief highway engineer, just returned from the States 
about 3 weeks ago and they told him that they thought they would 
go ahead with it. But we have no present. word on it. 

Senator Gore. If salaries of the people whom they need to employ 
are fully reimbursed, if no additional officials and no additional man- 
agement functions are required of Johnson, Drake & Piper, why 
should their fee be increased? It seems to me that their fee is already 
too fat. 

Mr. McCautey. Mr. Senator, the contract that they are now oper- 
ating under calls for the construction of the highway from Saigon 
to Bien Hoa, the construction of route 21 from Ninh Hoa to Ban- 
methout, and route 19 from QuiNhon to Pleiku. It does not include 
the construction of any work from Ninh Hoa to Nhatrang. 

Mr. Newnovse. Which is how many kilometers of road ? 

Mr. McCavtey. Thirty kilometers approximately. We do not 
intend to do the whole highway itself. 

Senator Gore. Do we not have sufficient personnel here to plan an 
addition, 12 or 15 miles, of highway ? 

Mr. McCavtey. I’m sure we have personnel, sir, but they will be 
sent home if work not included in contract is called for. 
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Senator Gore. If they are here and their salaries are fully reim- 
bursed, this additional 12 or 15 miles requires no additional invest- 
ment, no additional expense or funds, why should their fee be 
increased. 

Mr. McCautey. On the basis of your reasoning, sir, you could 
include all the highways in Vietnam in this contract. The contract 
does not include these sections of highway. You are increasing the 
actual scope of the contract. 

Senator Gore. It is your theory then that no matter if the require- 
ments necessitate no additional personnel, no additional expense on 
the part of Johnson, Drake & Piper, if merely the number of miles 
are increased, then their fee ought to be increased ? 

Mr. McCavtey. It would have to be. 

Mr. Dursrow. Is that the usual practice ? 

Senator Gore. It is, I fear, the usual practice. This business of 
having a majority of our Government contracts on the cost-plus basis 
and giving fat risk-proof fees is a deplorable situation. It means 
a guaranteed profit without risk. 

Mr. McCautey. If this is not included as an amendment to the 
contract as additional work, which it is—when Johnson, Drake & 
Piper finished its present contract they just pick up their men and 
go home. : 

Mr. Newnouse. Has any consideration been given to delaying or 
postponing negotiations of amendment 3 until the audit report has 
been completed ¢ 

Mr. McCavtey. Not to my knowledge. 

Mr. Newnovse. Would that be a feasible suggestion or would that 
delay the whole program ? 

Mr. McCavtey. There would be a delay on the whole job. What- 
ever comes out of the audit report will have to be taken care of as 
far as Johnson, Drake & Piper is concerned. I do not see any par- 
ticular advantage in its unless there was some real reason to believe 
the firm had operated in a manner which was not to the best interests 
of the Government. 

Mr. Newnovse. We have no information that such is the case. 

Mr. Dursrow. General Lampert, I think it would be well to put 
into the record my understanding that MAAG, General Williams and 
his engineering officers are the ones who suggested we strengthen the 
bridges [deleted] between Ninh Hoa and Nhatrang, which is a port 
and that is the principal reason why this work is being completed 
now. This bridgework will also be undertaken for economic reasons 
since part of the road is under water during the rainy season. Is 
that correct ¢ 

General Lampert. That is correct. 

Mr. Newnovuse. Was a change of contractor ever contemplated 
in 1957 when the contract was being revised to include the enlarged 
scope of the project ? 

Mr. McCattey. Of course this negotiation took place in Washing- 
ton and complete data are in Washington and not here. All that I 
could give you would be hearsay which might not be quite the best 
evidence, I think there is a published document in one of the con- 
gressional hearings on this particular thing in which they went into 
it rather fully . 
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ABILITY OF VIETNAM TO UNDERTAKE BRIDGEWORK 


Senator McGrr, When you find that you have to make changes and 
add a few miles is there any reason why the Vietnam Government 
couldn't take this over with the experience they now have? It is 
obviously a minor part in terms of the total of the project itself. 

Mr. McCavtey. On the grading work I believe that possibly it 
could undertake it. I would hesitate to recommend that the Govern- 
ment undertake bridgework until they have had more experience. 

Senator McGrr. You think their experience on bridgework would 
be inadequate at present? When will they be ready? 

Mr. McCautey. We are instituting now a small bridge program 
on Routes 13 and 14 which they will undertake. They are making 
the surveys. They have set up a design department which is under 
a capable engineer and will build a series of bridges. 

Senator McGee. In 1 or 2 years might they be in a position to 
take on the larger phases ? 

Mr. McCautry. We believe that we will have phased out the Ameri- 
can contractor and they can finance it from their own pilasters. 

Senator McGee. If they could finance them through their own 
agency that would eliminate the necessity of changing contracts at all. 

Mr. Dursrow. With that basic thought in mind, I have asked 
USOM and MAAG to work up a report for the country team about 
the proposed bridges on Routes 1, 13, and 14 to see which ones the 
Government of Vietnam could build themselves—learn more about 
the proposals to see which bridges on Route No. 1, where the road 
goes near the railway so as to use the completed railway bridges as 
one-way double purpose bridge to save some money. ‘The traffic so far 
as I know is not heavy enough at this time to justify parallel bridges. 

Senator Gorn. | would commend you, sir, for your diligence and 
initiative and it is my view that not only in this country but in 
others which I have visited the Ambassador should undertake more 
initiative and direction of the country team operation, and in that 
light I commend you. 


PERFORMANCE RATING OF JOHNSON, DRAKE & PIPER 


Mr. Newnouse. Mr. McCauley, in your reports to Washington 
have you given Johnson, Drake & Piper a uniformly high perform- 
ance rating ? 

Mr. McCautry. We make comments on their monthly reports when 
there are points brought up which there might be controversy over. 
Yes, we have given them a uniformly good rating. 

Mr. Newnovse. So far as I know, the staff of the Foreign Relations 
Committee has received no supportable complaints about their per- 
formance under the terms of its contract. 

Senator Gorr. The question involves the cost. of the performance— 
not the actual length of it—and the wide gulf between estimates and 
actual costs. So far as I was able to sve the actual highway—that 
portion I saw—seemed to me from my limited experience to meet the 
design and standards of secondary-road requirements of the Bureau 
of Roads. The question here is not whether the road is up to the stand- 
ards, but why the cost is so high and at such variance with the esti- 
mates. 
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POSSIBILITY OF A PENALTY CLAUSE 


Mr. Newnuouse. Has anyone here in the mission suggested writing 
a penalty clause into amendment 3? 

Mr. McCautey. There ts no such penalty clause in amendment No. 3, 

Senator McGrr. Would you favor a penalty clause ? 

Mr. McCautey. I believe it would be a good thing. 

Seator Gore. You are in favor of a penalty clause ? 

Mr. McCactey. I believe it would be a good think to look into. 

Mr. Mcureny. There’s a possibility of putting a bonus clause in. 
That’s normal practice in the States. A bonus clause for earlier com- 
pletion. 

Senator Gore. That would be highly questionable in a cost-plus con- 
tract. 

Mr. Morrny. So would be the penalty clause. 

Senator Gorr. Both might be. The practice in the States to which 
we refer is in a lump sum, lock and key contract job. 

Mr. Mourreny. There is a specific new job out in the West, a turn- 
key bonus contract handled by the Bureau of Reclamation. 

Senator Gore. Quite a different thing. 

Mr. Mcrrny. So is the penalty clause, Senator. 

Senator McGerr. There is a difference in judgment about the step- 
ping up or slowing down of the program. An honest difference of 
opinion. It seems to me a fair penalty clause, as Mr. McCauley said, 
carefully worked out, might provide a little incentive like a shark 
in a school of fish. 

Mr. Murreny. On the many contingent factors, taken into consid- 
eration in this type of work, related in this order—a particular job in 
a particular country by a lump sum or a fixed fee. There are innum- 
erable unknown contingency factors. Delivery in time of material is 
an important factor. 

Senator McGrr. Assume it is fair and tailored to the situation here. 
No one is advocating an inflexible penalty clause. Rather, a reasonable 
one. A prod that takes into account the unpredictable conditions that 
color things here. 

Mr. Murruy. We do have fixed schedules for each particular phase 
of this project, both Saigon-Bien Hoa and Routes 21 and 19. These 
are realistic schedules that have been approved by all agencies in- 
volved. These are realistic schedules which we feel we can meet. We 
intend to beat them. We’re here to do the best job under the best 

ossible circumstances. We have a reputation to maintain. In the 
tates, it’s made on lump-sum work. 

Senator McGer. You have a partnership with Mother Nature, and 
you’re not sure of your partner. The weather certainly would be a 
factor affecting any such penalty clause. It seems to me there are other 
factors in this that are controllable and which perhaps should be 
brought within the framework of a reasonable penalty clause. 

Mr. Funk. Ihave been in the business for 40 years. If we received a 
contract that contained a great penalty clause without its being il- 
legal—the way it is handled in most highway contracts, and IT am 
talking about a unit price contract, is to provide a liquidating damage 
provision which attempts to assess what the actual loss might be to the 
contracting agency and the general public for losses sustained through 
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the contractor’s falure to finish within a certain time or perform ina 
certain time; even so I only know of 1 contract in 40 years where they 
collected liquidated damage in full as such. It was always mollified 
and modified to give the contractor an advantage over Mother Nature. 
As you say, liquidate it now, collect it ina good many cases, but not in 
full, 

Senator McGee. If the flexible cost-plus contract takes out most of 
the risks on the other end, you might make something of a case. 

Mr. McCavtey. In the case with this liquidated damage clause, 
actually in your cost-plus-fee contract, the fee bid for the work is paid 
over the period of time that it is estimated it will take to complete the 
contract. If the work underway extends beyond that time without 
increase in scope of the work, the contractor does not draw an addi- 
tional fee during this extra period. 

Senator McGrr. Let’s move along. Let’s wind up the highway 
phase quickly. 

WIDTH OF ROUTE 14 


Senator Gore. The road—the Nhun Co Highway—impressed me 
as being much wider than necessary. It was constructed in the mid- 
dle of the jungle. Throughout the route I saw no village. I did 
see a mountain tribesman wearing only a G string hunting with a 
crossbow in the jungle, and a few females of the same tr ibe, but they 
had no need for a four-lane highway. I stepped the w idth of the 
smooth surface and it was 60 feet, which is wide enough for a four- 
lane highway, even with a divided strip and shoulders. It just struck 
me that it was a bit elaborate and expensive. I would like to have 
your response to those views of mine, Mr. McCauley. 

Mr. McCactey. This particular highway is the highw ay being con- 
structed by the ministry of public works on their own. The design 
standards which you saw at the airport call for a 10-meter shoulder- 
to-shoulder width. The highway that you saw does not meet. those 
standards. Neither does it meet the standards as to crown or as to 
longitudinal grade. What they have done is clear the jungle to the 
width for a certain distance and will have to come back at some later 
time to smooth up the crown and longitudinal grades to meet the 
standard. 

Senator Gore. This 60-foot width to which I refer was not the cut 
of the road. It was the smooth surface, the graded, the scraped, 
the level surface. There was additional footage on both sides beyond 
this—am I calling it by the right term, ‘ ‘oraded” surface / 

Mr. McCautey. This is in excess of any needs. 

Senator Gorr. It appeared to be so. 

Mr. McCau.try. And we will try to correct that as time goes on, 
but we are not sufficiently equipped to train each man in charge— 
each individual—on these standards and what is required. 

Senator Gore. Well, Mr. McCauley, I recognize that when the 
Vietnamese construct highways themselves, the U.S. Government 
officials, such as yourself, do not make inspections and cannot guar- 
antee that certain standards are met, even though the project itself 
is being financed largely with funds generated by American aid. 

But in this country when, acc ording | to the Ambassador’s testimony, 
we are supporting the bulk of the national budget and supplying the 
direct military assistance, the construction of a “four-lane highway in 
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the midst of a jungle becomes a matter of concern. It becames a drain 
on the economy of this country which ultimately must in part fall 
upon our country, due to the circumstances prevailing here. 

It undoubtedly has an important place, but even so, it appeared to 
me—as it appeared to Mr. McCauley—as being larger than the require- 
ments would justify. I hope that’s a fair statement. 

Mr. Durerow. Is it that wide all the way along? 

Mr. McCat ey. No, sir; not that wide all the way along. 

Mr. Durerrow. This will become, Mr. Senator, Route 14—a bypass 
of Route 14 to Banmethuot. As I explained—I think to Senator 
McGee—the present Route 14 literally goes along the frontier of 
Cambodia. { Deleted. | 

President Diem feels [deleted] he does not want the main, spinal 
road forming the frontier within a yard or so. This is a bypass main 
road. [ Deleted. | 

(With Senator Gore’s permission, there subsequently was prepared 
a table showing actual U.S. contributions for the past and current 
years, which is as follows :) 


Government of Vietnam expenditures plus U.S. aid financed public expenditures, 
amount and percentage resulting from U.S. aid 


{In millions of U.S. dollars] 




















| | | 
| 1956 1957 | 1958 1959 1960 
actual | actual actual | estimate | estimate 
i 
Government of Vietnam expenditures: | 
Military ; sign aineeinincel 199 | 193 172 | 175 165 
Civilian (budgetary) -..._--.-- , - ites 190 230 232 261 252 
Civilian (extra budgetary) -...-----.---- tien bicep wuts alte 15 | 12 20 | 7 
OMe el he. ath es Soci tag 339 | 438 | 416 | 456 | 424 
U.S. project aid__..._--. ds tesnattaics: tates eciivdipnsarasaeaaiiat 58 36 | 67 46 45 
Total government expenditures, plus U.S. | 
project aid__- . decease ste 447 | 474 | 483 502 469 
SOURCES OF FINANCING | | 
} i | ; ' 
Government of Vietnam revenues not dependent 
OnTEE. AMER LORS ok ee 179 | 188 185 211 | 229 
Government of Vietnam revenues dependent upon | | | 
U.S. aid: Taxes on U.S. financed imports but not | 
paid into counterpart or to the United States___- ai ll 64 | 64 74 44 
Portion of Government of Vietnam military budget 
financed from local currency generated from U.S. 
a a i i aa an Rc 199 | 186 167 | 171 | 151 
U.S. project aid...........-. Ehadle ae eee re 58 | 36 67 | 46 45 
Total U.S, aid___.... ; 268 | 286 | 208 291 | 240 
, |= ==tis a = =e Ss ——— 
Total financing...._.._-- aa 447 474 | 483 502 | 469 
Percentage of Government of Vietnam expenditures | | | 
plus public expenditures financed from U.S. aid_-- 60 | 60 | 62 | 58 51 





Senator Gore. So do I see the desirability of constructing such a 
road. 

Mr. McCautey. This brings up another point, which is that we do 
not have control of the Government of Vietnam budget, that is, the 
money they put in on their own. 

Senator Gore. Nor should we. 

Mr. McCautey. We are working to establish a highway department 
with the Capitol Engineering Corp. advisory group to assist the Viet- 
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namese in setting up standards for building. We work in the field 
on an advisory basis. That’s the only way we can work on this. I 
do not have enough men on my staff to make inspections personally 
of these particular jobs. 

Senator Gore. I agree with you. We do not have and I said I do 
not think we should have any control over the budget of the Govern- 
ment of Vietnam. It is a sovereign nation and we want to protect its 
sovereignty, and to strengthen it with our aid and advice until it can 
bear the burden of its own economy. But we are in position to inform 
Vietnam that waste and excessive costs will not be incorporated into 
our assistance program. 

Is that a fair statement, Mr. Ambassador ? 

Mr. Dursrow. Yes; I think it is, Mr. Senator. Vietnam is a sov- 
ereign country. But I still don’t think that they plan to make that 
road as wide as it was where it enters into Route 14, where we stopped. 
It is very wide, but whether they just took the first bite out of the 
cherry, pushing through the jungle, making it extra wide, or because 
there’s a slope there is ‘not clear. It cert ainly is not needed to be that 
wide. When they put the rock on there, I presume only a certain part 
of that will be made for regular traffic, is that correct? 

Mr. McCautey. Ten meter top—shoulder to shoulder—and 7 meters 
of crushed stone. 

Senator Gore. You agree with me, then, that this road is a bit wider 
than necessary, and that you will attempt, in the final construction 
and paving, to bring the costs within reason ? 

Senator McGee. I hope they don’t reduce it to the size of the roads 
the French built. 

Mr. McCautey. It will be a standard secondary road. 

Mr. Newnovuse. One question, which relates to the highway pro- 
ject: The acting project director manager of Johnson, Drake & Piper 
thinks money will be saved if his company’s contract to enlarge com- 
mercial jet airstrip in Saigon is cost- clap fixed-fee rather than lump- 
sum. He bases his opinion on the accrual of Vietnamese technical 
skills as a result of the Johnson, Drake & Piper program. What is 
the Mission’s opinion ? 


APPRAISAL OF HIGHIWAY PROGRAM 


Senator McGee. That raises a question of our total outlay on the 
whole highway program. This whole contract program now costing 
$45,600,000 may be, Mr. Ambassador, an appropriate point for you 
to tell us for the record—in order to summarize the record—what we 
have gotten for our money. 

ee Dursrow. We have a road program costing so far $66 million, 
as I understand it. We have gotten good value for Vietnam, our 
friend in this part of the world. This program is giving Vietnam 
what will help its own economy as well as serving strategic purposes 
by carrying heavy equipment to the high plateau. ‘[ Deleted. ] 

The Vietnamese Government has a longer frontier to worry about 
than it did back in 1954 and 1955 when it was thinking only about 
the possibility of Communists coming down over the lith parallel. 
And with the development of the resettlement villages in the high 
plateau, the two lateral roads will assist the economy. 
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By being able to drive through the country on good roads, there are 
good prospects of getting the timber industry going here. Timber 
can be gotten out at much less cost than in the past because of the 
previous heavy wear and tear on the trucks. On balance, I think 
we have done a good job here and Vietnam now has a better economy 
and is in a better position to defend itself. 

Senator McGer. You think a fair appraisal of the whole highway 
program would reflect a substantial gain from our point of view, in 
terms of, (1) security; (2) helping in the economic development of 
a severely underdeveloped region; and (3), in the training of many 
people in important skills. All of these—some of them intangibles— 
add up to a real money value and a human value which cannot be 
equated in dollars. 

Mr. Dursrow. I have forgotten the exact figures, but Mr. Mce- 
Cauley can give them to us, on the decreased cost of passenger trans- 
port and goods transport as a result of the construction of Route 21. 
As I recall, it has gone down at least 50 percent. 

Mr. McCavtey. Roughly, that’s correct, sir. 

Mr. Dursrow. Further, with regard to the economy, Mr. Funk 
testified that the traflic—according to the best estimates that can be 
made—has increased much more than anybody could imagine back in 
1956 or 1957. 

Mr. Funk. I would like to emphasize that point, a thing that Sena- 
tor Gore knows something about, the interstate road program back 
home. The thing that has fooled the traffic man in the building of 
these highways was the amount of traffic generated over the first 3 to 5 
years the road is in existence. There are no reliable traffic figures 
available. ‘The first figures on Route 21, taken by the local people, 
were rather surprising—while they weren’t heavy—400 or something 
like that. Following that, under the auspices of the advisory group, 
of which I was head, they made a traffic count up there and built up 
more figures than they had themselves and, subsequently, they have 
been taking additional traffic counts. It was rather surprising, the 
amount of generated traffic we are getting. 

At this moment, on the Saigon-Bien Hoa Highway, in January of 
1958 we made a very thorough investigation of the traffic count, a 
very thorough one. We have on the advisory group with the advice 
of the traffic engineer from Michigan State University made a very 
liberal estimate of the traffic roads will have 10 years after the road 
was opened to traffic. We didn’t feel we had anything to base a 
traffic estimate upon at that time. Since that original traffic count, 
Public Works has been making volume traffic counts at those same 
points and I now have the advisory group reviewing those figures 
to evaluate them on the same basis as our figures were made in Jan- 
uary of 1958. And when I say on the same basis, I mean to elimi- 
nate such things as Lambrettas and oxcarts and so forth and so on— 
to see if what they tell us that there has been a much higher degree 
of generated traffic on existing Route 1 than we anticipated. 

I judge within the next 2 to 3 weeks we will have it and will present 
it to USOM here—a study on that—showing just how accurate our 
prognosis was only 2 years ago. 

Senator Gore. Since you mentioned the highway program at home, 
there are two or three things to point out. One is that the traffic 
pattern invariably exceeds the estimates. 
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Another thing I would like to point out is that our own highway 
program has been cut approximately 33 percent—and cut at a time 
when more people are being killed on the highways—there were 
probably 40,000 fatalities last. year, with perhaps : a million maimed— 
and this should serve to illustrate to this Government, to this country, 
and to others, the necessity of being reasonable and efficient and 
economical in constr uction. 

At this point, I think it would be appropriate if vou, Mr. New- 
house, would obtain from the Bureau of Public Roads in Washing- 
ton the average cost of construction of a secondary road to the de- 
sign standards similar to Highway 21. That can serve as a means 
of comparison, although the conditions are admittedly different, 

Senator McGee. I think we have to wind this up, Mr. Funk. 

Mr. Funx. I would like to follow that up—— 





SUMMARY OF HIGITWAY INVESTIGATION 


Senator McGrr. May we not follow itup. Let’s wind it up. We're 
on a tight schedule. 

We have secured a very measurable gain from this and we hope 
in this late section of the hearings that we have exposed some condi- 
tions that can be improved, or tightened up, so as to make the future 
operations even better than they are. Perhaps a new rule, or regu- 
lation, allowing the local director to assess the bids before rather than 
after a final decision by the ICA. We found an answer to our query 
as to why they can’t combine the bidding on cost plus contracts to 
the fee. 

And, finally, we explored the possibility of transferring to the 
Vietnamese more and more of the highway ecient experience. 
Finally, we examined the possibility of a serious measurement of 
some kind of fair but meaningful aati. clause that would reflect 
the combined best judgment of those of our people who are compe- 
tent in this area. 

That is an appropriate note on which to end the highway examina- 
tion, unless someone here has something to add. 


TWO METHODS FOR PROVIDING ADDITIONAL WATER FOR SAIGON 


Senator Gort. We will proceed next to the water problem, water 
for the Saigon area. Will you lead off? 

Mr. Newnovuse. Perhaps we will wish to get some experts in here 
on the water situation. 

Senator McGer. I wanted to say at the outset that we have heard 
about this water controversy from as far away as the States. Not 
only that there was a water problem, but that it was getting no 
better, and that no one was getting much done about it. 

U Pe arriving in Bangkok, we were informed of the seriousness 
of the Saigon water question. Since then, I note that there has 
appeared in the press a newspaper column carried in the United 
States which points up this question; and whether that story entitled 
“Saigon Needs Water—Gets Survey” is accurate or not is beside the 
point at the moment. It raises the question, and getting at the actual 
facts is the purpose of our inquiry. 
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Apparently, the issue turns on the question of which of two methods 
for procuring water for Saigon is the best method. Is it the method 
proposed by the International Water Corp., which believes that deep 
wells can provide adequate water for Saigon, or is the Hydrotechnic 
Corp, correct in advocating an upstream dam and pipeline as the best 
answer to Saigon’s water problem ? 

No one disagrees that Saigon desperately needs the water, but in 
the dispute between the two schools of thought, Saigon continues to 
get no closer to having water. That is the reason we hop to find out 
what is being done, and what can be done to speed up a decision that 
will move along whatever project that will provide the water. 

Mr. Ambassador, does this state, in your judgment, the water ques- 
tion here in complete enough terms as far as the issue is concerned ? 

Mr. Dursrow. I think it does, sir; and I will reiterate what you 
said. They do need water here and a good source of water and not 
rusty water from a laterite base. 

We have discussed this many times in the country team as to 
whether we can drill wells here to get enough water for the future 
or whether it should come from upstream. 

Senator McGee. Is it agreed that if you could get enough water, 
it would be preferable to have the pipeline / 

Mr. Dursrow. There is the question of which is cheaper and, I 
understand, there is also the question of security, since a pipeline 
could be blown up. 

THE WELL METHOD 


Senator McGer. What is the basic criticism against the dependence 
upon wells? 

Mr. Dursrow. As I understand it, wells have been dug here and 
some turned out to be brackish and not suitable. The question is 
whether they can find enough wells in the Saigon area to meet the 
principal needs from that source, or whether for lack of adequacy of 

yater from good wells, they will have to bring water in from the 
river, Which may cost more money. 

Senator McGee. How would you test the possibility, and what 
would be the feasible way of either exploring the well theory or of 
choosing the theory that is most dependable ? 

Mr. Dursrow. As the situation is now, the Development Loan 
Fund has agreed in principle to the financing of the river source, but 
there is the other question of the well supply. The Development Loan 
Fund has suggested to Vietnam that it get in some other competent 
engineering firm to make a survey. 


SURVEY OF WATER RESOURCES 


I don’t think anyone here or anyone on our staff is competent to 
pass on which is the best. As I understand it, Vietnam is to pick, with 
the Development Loan Fund’s concurrence, a highly technical water 
expert to decide whether one system or the other system is best. 

Senator McGrr. The loan now being negotiated is for the pipeline? 

Mr. Dursrow. It was originally that way, but now it is being held 
in abeyance until the survey is made. 

Senator McGer. In consideration of the loan, was there a survey 
made? 
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Mr. Dursrow. Yes, sir. 

Senator McGee. Who made that survey / 

Mr. Dursrow. Hydrotechnic Corp. 

Senator McGer. They believe in the pipeline / 

Mr. Dursrow. That’s right. 

Senator McGer. Does this pose a question of objectivity / 

Mr. McCautry. We engaged Hydrotechnic to come in and make a 
complete survey of the water resources in this particular area, and to 
come up with a recommendation. After reviewing these things as to 
- most feasible, logical and most economical means of producing 

yater for the Saigon-Cholon area, they have turned out a report: and 
in turning out that report, they reviewed many other possible water 
supply sources, including wells. 

I would like to have Mr. Wildman, my water supply man, go into 
that a little bit further. 

Senator McGre. What is your full name and title / 

Mr. WitpmMan. My name is Quentin J. Wildman. I am Chief of 
the Water Supply Section of the Transportation, Communications 
and Power Division under Mr. McCauley 

First, could I go back a little in regard to the delay in getting this 
project started. Up until the last few weeks, the delay has been due 
to negotiations on the rate of exchange of the loan. As I under- 
stand it, during this time this question has been resolved, but nothing 
could be done until Vietnam deemed that settled. However, now that 
has been settled, this is the problem today. However, first there is 
one point to clear up. 

IS A DAM NECESSARY? 


In the Hydrotechnic proposal there was no dam involved. I think 
other firms have come in with a proposal to build a dam on the Saigon 
River, but that was not involved in the report of Hydrotechnic. 

Senator Gort. There is ample flow in the river without a dam and 
reservoir / 

Mr. Witpman. Yes. Minimum flow is 200 cubic meters per second, 
and maximum withdrawal would be 6 cubic meters per second, only 
3 percent of the flow. 

Senator McGerr. The fundamental drawback is that you go up- 
stream for water when you can’t get water here? If you could get 
it here, you would not try to go upstream to get it. 

Mr. Witoman. There has been some question on this. The Inter- 
national Water Corp. made a report on their own—not paid for by 
ICA—and they supplied cost figures saying this would be much 
cheaper. They did not give sufficient details for us to check their 
cost figures. The improvement of the distribution system is also 
involved in this program. However, in that cost estimate they submit 
a lower cost. 

Senator McGrr. Who is this? 

Mr. Wirpman. International Water Corp. They also submit a 
lower cost figure for the elevated storage. The issue to come back 
to still would be on the availability of local water. First of all it is 
the economy or the cost. If both can supply a good supply, the cost 
is the factor. 
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TESTING FOR SUFFICIENCY OF WELL WATER 


Senator McGer. In your judgment, to get the water from wells 
here would be more expensive than piping it in? 

Mr. Wixpman. I don’t know if it would be much cheaper. You 
must have an adequate supply for not just a day or next year, but for 
20 years. That isthe primary consideration. 

Senator McGee. Let’s stay on the primary consideration until we 
can see it. How do we determine whether there is sufficient good 
water to warrant water by well ? 

Mr. WitpMan. To accurately determine the amount of water avail- 
able some engineer or hydrogeologist would study it and make a de- 
termination in terms of the concrete quantities. It would take a 
rather involved drilling and testing of wells. 

Senator McGrr. That is, you would drill a well, pump it out and 
see how long it would take to recharge it ? 

Mr. Witpman. Yes, sir; although some of them are being used to 
supply water to the municipality. 

Senator McGrr. This would be a valid measure. We could tell 
within reasonable certainty. 

Mr. Witpman. There are methods used in testing wells from which 
they can forecast the amount of water available. 

Senator McGer. Has this been done? 

Mr. Witpman. Not to the extent of actually and definitely estab- 
lishing a given quantity of water that is definitely available. 

Senator McGrr. Why hasn’t this been done? Is it not a logical first 
step / 

Mr. Wirpman. There are definite indications that the amount of 
water that the community will need here is quite a bit greater than 
what would be available from wells, based on existing information. 
To prove it definitely is a big job in itself and would go on at least 1 
year, and possibly more. 

Senator Gore. To prove it absolutely, you would have to dig a well 
and pump for a year or two. However, technicians have ways short of 
that of arriving at reasonably accurate measures. 

Mr. WitpMan. When the firm of Hydrotechnic was selected, ICA 
was looking for a firm that had experience in ground water and surface 
water. They had had both surface-water installations and ground- 
water experience. 

Based on information available, there are definite indications the 
amount of water they could withdraw here is limited. There is definite 
evidence that the water table has been lowered in the Saigon area by 
pumping. : 


CHEAPER COST OF WELL METHOD NOT ESTABLISHED 


For a long-range program, the most practical solution would be to 
go to Dong Nai River rather than get tied up in this well-supply 
theory. To actually and definitely prove it, I would like them to show 
me, first, definite evidence that it would be cheaper even if the water 
was there. 

Senator McGrr. The two factors are cost and security ? 

Mr. Wirpman. I have heard of security from International Water. 
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ADVANTAGES OF TWO SOURCES OF SUPPLY 


Senator McGer. General, are you not in a position to comment on 
that ? 

General Lamrert. I have not participated in the discussions to date. 
General Williams has. My personal opinion is that you would have 
to consider security provisions very carefully. 

Senator McGrr. Has General Williams been quoted publicly on 
this?) What about the country team ? 

Mr. Durpsrow. We have discussed this several times. 

Senator McGee. This is a concern of the country team ? 

Mr. Dursrow. As I understand it in a real emergency if the pipe- 
line were cut, you could get sufficient water from the present wells. 
You couldn’t wash all your clothes, for instance, but there would be 
enough water for basic needs. The wells would be a standby supply. 

Senator McGer. In other words, given certain circumstances, it 
would be better to have two sources instead of one. 

Mr. Durpsrow. If we put a pipeline in, it won’t mean that people 
would die of thirst if that line should be cut. 

Mr. Witpman. They would utilize some of the wells. It would be 
necessary to provide a minimum amount of water for standby. 

Senator McGee. Our understanding is that General Williams has 
been quoted rather freely by Inter national Water Cor p. 

Mr. Dursrow. I did not know that. 

Mr. Newnovuse. At least in their conversations. 

Senator McGer. Your basic position is, Mr. Wildman, that there 
are uncertainties about the well system alone, and that it would be 
the better part of wisdom to augment this source with the pipeline. 
Is that the case? 

Mr. Witpman. As proposed, the well supply would only be used 
for irrigation of the park area, large zoo there, Presidential Palace 
grounds, and for general watering and fire protection. However, it 
would be available in the event of a major catastrophe to be tied in 
with the other water system. The well water, without being treated, 
has lots of iron in it here and is not the best qu: ality without treatment. 
It can be treated ; I will not deny that. 


LENGTH REQUIRED TO COMPLETE PIPELINE 


Senator McGrr. How long would it take to deliver water if the 
pipeline method is adopted ? 

Mr. Wirpman. It was estimated by Hydrotechnic that upon the 
engagement of engineers to actually start the final designs it would be 
3 to 4: years before the project would be completed. 

Senator McGrr. That would be 1963. 

Mr. Witpman. However, they recommended in their report that 
some additional wells were to be drilled in the interim period. 

Senator McGrr. Would it be wise, in your judgment, to conduct 
the kind of well tests that we alluded to, pumping them out, measuring 
the recharge time, et cetera ? 

Mr. Witpman. I would first want to be shown some indication that 
if we went that way it would save us some money. The main thing 
is to get the most economical supply. Until someone says this will do 
the job just as well, I can’t see much point in spending more money. 
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Senator McGerr. If International Water would guarantee water 
over a given period of time, would that reduce some of the risk? 

Mr. Witpman. All their guarantees here have been for only 1 year. 
Members of their organization have told me that their standard guar- 
antee is 1 year which, on the life of a well, is not a real long-term 
guarantee a with guarantee of sur face supplies. 

Senator McGerr. To summarize, you would immediately put down 
more wells, but you would be inclined to support the Hydrotechnic 
Corp. in the pipeline project rather than rely on wells alone? 

Mr. WitpMan. I don’t think they should get this from one basket. 


WELLS AND PIPELINES COMPARED 


Senator McGer. Rather than gamble on the well water system alone 
you mean you would favor the pipeline, principally because there is 
not enough water in the ground in the Saigon area ? 

Mr. WitpMan. I don’t believe for the long-range picture that they 
would be able to use wells. They repeatedly cited Long Island, for 
example, and Mr. Charles made one statement in his letter there would 
be no more difficulty in supplying Saigon than Long Island. 

On Long Island it is necessary to obtain governmental approval 
before drilling a well of any appreciable capacity. According to in- 
formation in the Journal of the American Water Works Association, 
Long Island obtains about 60 percent of its water by pipe from the 
New York water system. 

I know that there are some additional letters and I think he has gone 
further in some letters than others. 

Senator McGee. In the light of what you have said, do you consider 
it wise to delay this getting still another expert opinion on this? 

Mr. Witpman. I think we would be setting a bad precedent. I was 
not with ICA when the firm (Hydrotechnic) was hired. They have 
no contracting interests that I know of. They were hired on an in- 
dependent basis to make a study of the problem and as far as I know 
no one has really punched any holes in the report. 

Senator McGer. When did this controversy first arise? Do you 
remember ¢ 

Mr. WitpMaAn. Before I started with ICA. 


DELAY OF LOAN NEGOTIATIONS 


Mr. McCavtey. Approval of the loan in principle was 1 year ago 
thismonth. The controversy must have started in Washington within 
60 or 90 days. It took place there before it started out here. We did 
not get complete data for several months. 

Mr. Witpman. The simplest thing to do would be to evaluate it on 
a cost basis. We get copies of the letters written by Mr. Charles, who 
represents International Water Co. Before getting involved in the 
technical matters it would be better to determine if you can actually 
make some savings on going to a well supply instead of spending money 
on further investigation. 

Senator McGrg. The loan was suspended and held in abeyance 
when ? 

Mr. WitpmAn, Two months ago. 

Senator McGee. How do you mean held in abeyance? 
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Mr. Witpman. The decision on the rate of exchange for repayment 
of the loan had to be settled before an engineering firm could be selected 
for the design of the project. 

Senator McGrr. The Ambassador made the decision to get the pipe- 
line project and I raised the question how long ago—was that because 
there is still no action underway on resolving this question ? 

Mr. McCautey. The answer to that question is it was held in 
abeyance immediately after the question was raised by the Interna- 
tional Water Co. 9 months ago. 

Senator McGer. What has transpired since then ? 

Mr. McCavutey. We have been requested to approach the Govern- 
ment of Vietnam to get them to hire an independent engineer and make 
a review of the two proposals. 

Senator McGer. This request coming from whom / 

Mr. McCactiry. DLF. 

Mr. Newnouse. Who in DLF? 

Mr. McCavtry. Mr. Ulinski is loan officer in this area. 

Senator McGepr. I would like to find out for the record whether it 
would represent the judgment of our country team that the Hydro- 
technic Corp. was entitled to go on with this project ? 

Mr. Dursrow. We had a briefing by the Hydrotechnic people to 
the country team as I recall the details they discussed the prospect of 
getting water from the wells here. They were not looking to get the 
contract, they studied the situation in Saigon, went into the question of 
using more wells and they came up with this pipeline to the Dong Nai 
River as their recommendation. International Water Co. has been 
in here for a long time. The findings of Hydrotechnic differed from 
those of International Water Co. and this threw the thing wide open 
so the suggestion was made by DLF to get from a good engineering 
firm the answer to the dilemma. 


INDEPENDENT WATER SURVEY 


Several months ago we asked the DLF to suggest to the Vietnamese 
that they nominate some independent engineering firm to make a 
judgment on this matter. Vietnam delayed for various reasons a 
laa time. The nomination has not been made yet. 

Senator McGrr. Would it be within the authority of our country 
team here to make a decision on this and act on it? 

Mr. Duprow. I don’t think anybody on the country team has enough 
technical knowledge of the water problem. I don’t think anybody on 
this staff is fully qualified to take a definitive position on that. 

Senator McGrr. Decision rests solely with Vietnam. This is a 
disturbing thing. 

Mr. McCavtey. Vietnam, about 6 weeks or 2 months ago, I learned 
in discussions with Mr. Quang, Minister of Public Works, has in view 
of this, requested Development Loan Fund if they could be furnished 
with a list of independent engineering firms which qualify for this 
work and would meet the approval of the DLF. They made this re- 
quest because they say they do not know the engineering firms of the 
United States and they do not believe they are qualified to pick a 
firm unless they have their full background and experience. We for- 
warded that request to DLF but got no answer that they would 
definitely furnish such a list. In the meantime Mr. Thai and the Secre- 
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tary of State for the Presidency, Mr. Thuan, went back to Washington, 
discussed this proposal with the DLF and Mr. Thai went back again 
to Washington 10 days later to discuss the same proposal. Mr. Thai I 
am advised is of the opinion that such a list is going to be furnished by 
DLF from which they can make a selection. We will follow up on 
that immediately now and see if we can get a final answer from DLF. 

Senator McGee. When was Vietnam last pressed for this? 

Mr. WitpMaAn. Last Wednesay I had a meeting on the subject. 

Senator McGrr. When was DLF pressed ? 

Mr. McCautey. We will now press to see if Vietnam has reached 
an agreement with DLF. 

Mr. Newnouse. Would it be unfair to say there is a conflict between 
ICA and DLF inasmuch as ICA has accepted Hydrotechnic’s report 
and DLF has suspended action ¢ 

Mr. McCautry. There is no conflict, tomy knowledge. 

Senator McGee. You would have been satisfied to go ahead with it? 

Mr. McCautry. Yes. I say this knowing that at the time the Inter- 
national Water Co. proposal was brought up in ICA/W an expert 
engineer was brought in to review this, an expert who made a review 
for ICA ; we don’t have that report here today. 

Mr. Newnouse. Have you any information that Tudor Engineer- 
ing made a study regarding the surface and ground water systems? 

Senator McGerr. The delay has been 9 months on this pressing ques- 
tion. What, in your judgment, should be done to press a decision 
here, and get this underway # 

Mr. McCautey. Delays are not only on one side. Delays are also 
due to the Vietnam Government. 

Senator McGee. I gather this was the case. 

Mr. McCactey. They, of course, have had quite a bit of trouble 
about the repayment exchange rate in the contract. It was a consid- 
erable period of time before they would accept that particular clause. 
Vietnam did not accept it until Mr. Thuan and Mr. Thai had been 


to Washington. Until that happened they were not prepared to move. 
[ Deleted. ] 


PROMPT ACTION URGED ON SUPPLYING WATER TO SAIGON 


Senator McGrr. Have you sent that inquiry now? 

Mr. McCattry. No. 

Senator McGrr. Why hasn’t it been sent? 

Mr. McCautey. Because I did not know the circumstances of this 
until I got back from Bangkok last Tuesday. 

Mr. Wirpman. We had this meeting last Wednesday, and the offi- 
cial I talked to was of the opinion that they would not receive a list, 
whereas Mr. Thai was expecting a list, and I was asked to resolve 
this thing. 

Senator McGerr. Mindful of our bureaucracy, can you not arm 
yourselves with a list to bridle the lion in the den here, and then send 
a cable to the DLF asking them to get the show on the road ¢ 

Mr. McCav try. Whoever is selected will have to meet the approval 
of the DLF. I would not want to make the suggestions. There is 
difficulty in selecting a list. There are a lot of engineering societies in 
the United States. As soon as you accept a list you perhaps would run 
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into complaints from the various engineering societies of the United 
States. 

Senator McGee. Would not strong representation from here serve 
as a continuing reminder to the DLF ? 

Mr. Dursrow. Mr. Gardiner told the country team the Vietnamese 
officials thought they had agreement to get a list when the Vietnamese 
were in Washington. 

Mr. Newnovuse. Mr. McCauley, has any consideration been given 
the idea of appointing an engineer not as a referee, as it were, but as 
the contractor for the design of the project? I have information from 
competent engineers other than Hydrotechnic C ‘orp. people that this 
would save time, and that this competent engineer could make the 
determination as between ground and surface water. 

Mr. McCautry. That was a proposal that Vietnam had made and 
I am sure they discussed with DLF in Washington. 

Mr. Newnovuse. The mission has made no recommendation re- 
garding that proposal ? 

Mr. McCautey. I believe that we have. I would have to look in 
the record. 

Mr. Newnouse. You advocated this approach ? 

Mr. McCautey. Yes, the mission did advocate such an approach. 

(The newspaper article by Mr. Jim G. Lucas is as follows:) 


{From San Francisco News-Call Bulletin, Nov. 5, 1959] 
SAIGON NEEDS WATER—GETS SURVEY 
(By Jim G. Lucas, Scripps-Howard staff writer) 


SAIGON, VIETNAM, November 5.—This capital city of 2 million population 
desperately needs a new city water system—and it’s getting only another survey. 

One of the most depressing sights in refugee-crowded Saigon is the lineup of 
thousands of housewives each morning in front of public water taps waiting 
their turn to draw two pails of water which must do the family for an entire 
day. 

Sometimes the patient Vietnamese women will wait for as long as 4 hours. 

Everyone agrees Saigon badly needs a new water system, but plans have 
bogged down in a heated dispute between two schools of thought. On one side 
are the deep-well boys represented by the International Water Corp. of Pitts- 
burgh, which has done business in Saigon for 30 years and has drilled most of 
the city’s wells. 

On the other side are the dam and pipeline boys—represented by the Hydro- 
technic Corp. of New York. A layman would be surprised how much passion is 
aroused in this highly technical argument. 

American aid authorities gave the Hydrotechnic Corp. a $200,000 contract 
for a survey 2 years ago. Not too surprisingly, Hydrotechnic came up with a 
report favoring its pet theories—a dam and filtration plant on Dang Nai River 
near Bien Hoa, 18 miles north of Saigon. From this plant, a 72-inch pipeline 
would lead to Saigon. 

Hydrotechnic said deep-water wells in and around Saigon were inadequate 
to meet present future needs of this swollen city. They said, however, it would 
be 1962 before their pipelines could deliver the first gallon of water. 

Representing the other side and on their own, the International Corp, made 
several surveys all of which showed—again, not too surprisingly—that deep 
wells were quite adequate. What’s more, International said, they would be 
cheaper and provide water much sooner. 

Hydrotechnic’s pipeline project was estimated to cost $19.5 million, to be put 
up by the United States. International claims it can give Saigon plenty of water 
indefinitely for $12 million to $14 million. 

The Vietnamese seem to favor the idea of taking water from the river. But 
the military of both Vietnam and the United States raise a question of security. 
It was at Bien Hoa that two American military advisers recently were killed 
when Red terrorists tossed a grenade into a movie audience. 
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(Thereupon, at 12:30 p.m., the hearing recessed to reconvene at 1:50 
p.m., the same day.) 
AFTERNOON SESSION 


Senator Gore. The meeting will come to order. 

The hearing on the telecommunictaions section will begin, and I 
will insert for the record at this time a chronology of the contracts 
which have been entered into in this general field. 

(The document referred to follows :) 


List A. CHRONOLOGICAL LISTING OF PRIVATE CONTRACTORS ENGAGED IN THE 
TELECOMMUNICATION FIELD, VIETNAM 


as 


. Geo. P.Adair, 1951, telecommunication survey, Indochina. 

2. Hycon Page, February 1957, engineering services for SEA regional telecom- 
munication. 

3. Nippon Tel & Tel., May 1957, VHF survey for military requirements telecom- 
munications, Vietnam. 

. Tudor Engineering Co., February 1958, report on telecommunication system 
for Thailand, Vietnam, and Laos, including possibilities in Cambodia. 

». Television Associates, November 1958, Engineering services for telecommuni- 

cations. 


= 


TELECOMMUNICATIONS SYSTEM 


Mr. Newnouse. TV Associates has a cost-plus-fixed-fee contract 
with no time limit. Is that true? 

Mr. SuHanpazi1an. The contract which has been prepared is for 36 
months. 

Mr. McCautry. This is a proposed contract. The contract hasn’t 
been signed yet. 

Mr. Newnovuse. I saw a letter agreement signed on November 19, 
1958. 

Mr. Suanpazian. Right, sir. 

Mr. Newnouse. At an estimated cost of about $1.2 million, is that 
correct ¢ 

Mr. Suanpazian. The estimated cost of what? 

Mr. Newnouse. Of the TV Associates work out here in develop- 
ing a regional telecommunications system. 

Mr. Suanpazian. That’s right. That portion for Vietnam will run 
about $1.192 million, that is $1, 192,000. I might explain it is the in- 
tent to have individual contracts for the individual countries which 
still do not diminish the regional aspects of the project. 

Mr. Newnouse. What is the basis of this cost estimate, the Tudor 
report primarily, or the Hycon-Page survey primarily ? 

Mr. Suanpazran. This is an engineering contract of the overall 
telecommunication work involved. The scope of the work is based 
on the Tudor engineering report. The engineering costs were de- 
veloped by TV Associates to accomplish the work that is mentioned 
in the Tudor engineering report and this estimate has been reviewed 
and apparently approved by ICA. 

Mr. Newnovsp. Is the Tudor report an endorsement in essence of 
the Hycon-Page survey ¢ 

Mr. Suanpaztan. In my opinion, the Tudor report was a rehash of 
the Hycon-Page and they did take exception to the gathering of the 
basic data, the. reliability of it and some of the recommendations that 
were made. I would think that the Tudor report would have to be a 
rchash of the fundamental plan of Hycon-Page. 
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Senator Gore. Your use of the word “rehash” may be appropriate. 
There are about six contracts in this field—expensive ones. As of 
now we have, would it be ane to say, nothing ? 

Mr. Surupazian. No, sir; I don’t think so. 

Senator Gore. There is nothing by way of material construction, is 
there? 

Mr. SauHpazian. That is correct. 

Senator Gore. I thought there had been some small installation of 
telephones. 

Mr. SHanpaztan. It was based on the first survey made in 1951. 
There was a 2,400-line automatic dial telephone exchange completed 
as recommended in that report. 

Senator Gore. That reports the total accomplishment in those six 
contracts ? 

Mr. SHanpazian. That’s right, sir. 


CONTRACT WITH TV ASSOCIATES 


Mr. Newnouse. I would like to return to the first question about 
the proposed TV Associates contract. I talked with Mr. Duthie and 
I got the impression this was a cost plus fixed fee with no time limit 
on the contract, the fee to be about $102,000 and not subject to any 
increase if the contractor does not complete the work within 36 
months. 

Mr. SuHaunpaztan. 36 months is there. If there is no increase in 
scope of work the fee remains the same. Object of cost plus fixed fee 
is to establish an agreed-to overall cost. Even though the scope of 
the work is not detailed in engineering plans and estimates then the 
object of a cost plus fixed fee is to fix the fee. Even though it may 
not eee out to be the right cost, the fee is fixed. 

Mr. NEwHOUSE. Actually there is no real time limit of 36 months. 
The contractor isn’t under any pressure to complete the contract. 

Mr. SuHanpazian. There is no penalty clause, if this is what you 
mean, 

Mr. Newuouse. Right. How much did Tudor Engineering receive 
for the so-called Hogg report / 

Mr. SuHanpaztan. We have cabled Washington for this informa- 
tion, but we have not yet received an answer. 

Mr. Newnousr. What is an open end contract such as Tudor En- 
gineering has, and do you know roughly how many other firms have 
similar contracts with ICA ? 

Mr. SHaupazian. I have heard that Tudor Engineering is an open 
end contract, and my understanding is that. no matter “where they 
need experienced men they resort to Tudor Engineering to produce a 
man capable of being a consultant to ICA. This may ‘be wrong, but 
this is what I assume it to be. 

Mr. Newnovse. Do you know exactly who Tudor is or how [CA 
selected a firm such as his? 

Mr. Barriteman. Tudor is Ralph Tudor of San Francisco, an engt- 
neering firm. 

TELECOMMUNICATIONS SURVEYS 


Mr. Newnovse. On November 20 the combined total figures of all 
telecommunication surveys were requested. Have they arrived? 
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Mr. SHAHPAZIAN. No; we don’t have them all. First of all, the 
Adair report. It was made by one consultant from Washington, 
George P. Adair, who had a junior engineer and one administrative 
man. They were here during November and part of December 1951. 

We have no record of the contract cost here in USOM. We have 
cabled Washington for that data. 

The next one was the so-called Hycon-Page contract. This was 
originally negotiated for four phases. To my mind, although work 
was done on other phases, only one phase was really completed, which 
was the preparation of the fundamental plan. The piaster cost we 
are familiar with, and I gave you something over 9 million piasters. 
The contract amount was $1,852,000, but the discussion of Purdie con- 
tinuation of this contract, after the fundamental plan, was taken up 
in Washington and I don’t know what resolution was made as to the 
actual cost of contract at point of termination of the contract itself. 

Mr. Newnovuse. You say they completed phase 1 the fundamental 
plan. The other phases are what ? 

Mr. SHAHPAZIAN. Engineering, management, and training. 

Mr. Newnovse. You say they completed phase 1, the fundamental 
Hycon-Page before they were discharged, but you don’t know how 
much they were paid—whether the full amount stated in the contract, 
$1.8 million, or not? 

Mr. Suanpazian. I talked to some technician, someone had—we 
paid the costs but I don’t know exactly what they were. Naturally, I 
can’t believe the full fee was paid, but I don’t know. 

Mr. Batrrteman. They were not paid the full amount. They were 
paid the aggregate cost up to termination. They were paid up to 
00 days. 

Mr. Newnovse. Were they paid in excess of $1 million ? 

Mr. BatrLemMan. Somewhere around $1 million. 

Mr. Newnouse. That answers the next two questions. 

Who is Mr. Foulkrod working for now? 

Mr. SuHaupazian. I assume he is still working for Tudor. 

Mr. Newnovse. He has been working for Michigan Bell Telephone 
and I assume he had a consulting arrangement with Tudor. 

Mr. Suanpazian. This could be so. If so you know more about it 
than I do. 

Mr. Newuovse. I assume that Tudor himself doesn’t have this 
eapability within his organization. He was a consultant on the water 
project, I think. 

Mr. SHAHPAZIAN. Yes, sir. 


COMPETENCE OF ENGINEERS 


Mr. Newuouse. Does he have competent engineers on his staff who 
have experience in various fields? 

Mr. Batrueman. He maintains a staff of various specialists. If 
he needs an additional specialist he goes out and hires him, but he 
has a group of specialists on call in his Washington office. He also 
operates in San Francisco his own engineering business. 

Mr. Newnouse. Mr. Hogg, what is he doing now ? 

Mr. SHaupazian. I don’t know; I think he’s with a private firm. 

Mr. Newnovse. Mr. Hogg was the original coordinator on the Hy- 
con-Page survey for ICA. 
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Mr. SHauPazian. That’s right, sir. 

Mr. Newnovuse. Regarding a question from the memorandum 
dated November 27 from the committee staff, the reply states that Mr, 
Hogg showed indications of dissatisfaction with work done by 
Hycon-Page. What were these indications? 

Mr. SHanpazian. Yes, sir. No. 1 was progress. No. 2 he had 
some complaint about what was called the 90-day preliminary report 
as being a too broad-brush treatment. It didn’t get down to varied 
details, particularly in the fine breakdown of the estimates so that if it 
became necessary to select parts of the recommendations for imple- 
mentation then these could be quickly selected and summarized. 

Another point, No. 3, is whether the contractor should take some of 
his engineering force off the fundamental plan and use them in pre- 
paring specific cations for rehabilitation work of existing plant. This 
turned out to be quite a controversy. 

No. 4. He always considered that too much engineering was being 
done stateside whereas he considered it would be more effective if it 
had been done here locally within the three countries. 

Mr. Newuovse. Did these indications show up in the reports Mr. 
Hogg was filing ? 

Mr. SHAupPaziANn. Certainly in letters; yes. 

Mr. Newnouse. Why was Mr. Hogg regarded as a problem in the 
mission here in Saigon and why was the mission interested in getting 
him transferred out of this area ? 

Mr. Suanpazian. I didn’t pay too close attention to this, but. Mr. 
Hogg’s tactics on this were to run the job as he saw fit, with little 

regard to the individual USOM directors who are normally completely 
responsible for the work going on within the country. 

Mr. Newuovse. In other words, he wasn’t coordinating his eiforts 
with his superiors ? 

Mr. Suanpazian. He did, but he took many things on himself at the 
last moment. when it would be very hard to coordinate. He tried to 
crash this program through as he thought it should be. 

Mr. Newnousr. How do you compare his competence in this area 
with, say, the experience and technical competence of people working 
for Hycon-Page ? 

Mr. Suarpazian. You mean his technical competence ? 

Mr. Newnovse. Yes. 

Mr. SHAHPAZIAN. It seemed to me that technically speaking he was 
competent. but this I don’t know. 

Mr. Newnovse. That is not really the question. These people have 
a certain eminence in this field. Did Mr. Hogg have similar creden- 
tials? 

Mr. SHanpazian. From what I remember of his background a great 
deal of it was military. I did think he had a good background in 
telecommunications. 

Mr. Newnovuse. Hycon and Page are very well known in this field. 

Mr. McCavtey. Mr. Hogg was in Washington at the time the con- 
tract. was negotiated and worked with the ICA negotiating team. At 
that time he was still attached to the Signal Corps ofthe Army. After 
the contract was negotiated they put him on ICA payroll as co- 
ordinator for this partie ‘ular program. 

Mr. Newnovse. What was your evaluation of Mr. Hogg’s compe- 
tence in this field, Mr. McCauley ? 
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Mr. McCautey. He appeared to be competent in the field he was 
in. 

Mr. Newnouse. For the record, although he was regarded as a 
problem, apparently not only by this mission but as you suggest by 
other missions involved in this regional project, the point is he was 
transferred out and nevertheless finished by writing the report that 
more or less discharged Hycon-Page ? 

Mr. McCautey. Yes, sir, he was regarded as a problem for the rea- 
sons _ Shahpazian has given. 

Mr. Newnouse. The upshot was that he wound up with not less 
but more responsibility. 

There appears to have been a triangle—USOM or ICA, and then 
the contractor, and at the apex, Mr. Hoge. 

Mr. McCautey. He was appointed as the regional coordinator, but 
his position, I believe, if you look at the personnel files, his position 
was as a direct representative of Washington in this area. 

Mr. New HOUSE. I see. 

Mr. McCautry. He seemed to have superpowers which sometimes 
led him to take steps without proper coordination. 


TV ASSOCIATES CONTRACT 


Mr. Newnouse. Was the award to the TV Associates contract ar- 
rived at by competitive bidding ¢ 

Mr. SuHanpaztan. I would say yes, because I have seen in the rec- 
ords a list of contractors involved, and the number was somewhere 
in the vicinity of 10. Here again, you had probably a selected group in 
competition on a cost plus fee contract. 

Mr. Newnouse. Estimated cost and fee ? 

Mr. Suanpazran. I don’t know, I assume it did. 

Senator McGer. I think we should have them in the record. 

Mr. Newnouse. I will get that in Washington. Have any inquiries 
to ICA, Washington, which have been requested by the staff of the 
Foreign Relations Committee, produced the information that in ad- 
dition to the four surveys noted by USOM, the International Tele- 

hone & Telegraph Co. performed a survey out here, surveying very 
ugh frequency project possibility? This was in 1950 and 1951. 

Mr. Suanpaztan. I am not familiar with that. We have made in- 
quiry to ICA whether or not there were more than the four men- 
tioned who had surveys made. And I might say I heard reference to 
an RCA survey—this, I believe, was only for Bangkok—but I have 
not gotten the answer to the inquiry we m: ade. 

Mr. Newnousr. The firm of Landis Bros., which used to represent 
ITT and may still, was queried on the subject and the director here of 
Landis replied that ITT made the survey in 1950 and 1951. The 
ITT project director was a man named Hoffmeister—the mission 
director here was Robert Blum. The results of the survey were sub- 
mitted to the U.S. Government for presentation to the proper au- 
thorities here. 

I would like to find out about this—whether the data were available 
to subsequent contractors and what the survey cost. 

Mr. McCautry. I have been through the Telecom files when I first 

‘ame here and at least once since then. I have never seen any ref- 
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erence to this particular survey; however, we will review the files 
again and see if there was anything at any time. 

Mr. Newnovse. I heard of it back in Washington, which is why I 
called Landis Bros. here in Saigon. 

Mr. McCavtey. You brought information out here? 

Mr. Newnovse. So far, Mr. Shahpazian, what is the mission’s eval- 
uation of TV Associates’ performance? Or is it too early ? 

Mr. Suanpazian. It’s a bit early, but my evaluation of them is, 
one, the few that we have appear to be very competent. Their atti- 
tude toward their work is rather nice and their ability to get along 
with their counterparts, that is Post Telephone and Telegraph per- 
sonnel, appears to be very nice. A nice future. 

Mr. Newnouse. Was the mission here asked to make any kind of 
recommendation on whether Hycon Page should be discharged or the 
contract continued ? 

Mr. Suaupazian. [f it did, I know nothing about it. 

Mr. McCautey. The answer is no. We were advised that the con- 
tract would be terminated. 

Senator Gore. Who advised you ? 

Mr. McCautry. Washington—ICA. 

Mr. Newnovuse. Next, sir, is the medical center. 


MEDICAL SCIENCE AND EDUCATION PROJECT 


Senator Gore. One other area of inquiry—the medical science and 
education project. 

Mr. Dursrow. Dr. Boynton is just down the hall. 

Senator Gore. We will wait. 

This project dates back to the spring of 1956 wheen it was proposed 
to spend roughly $8 million for a basic science building, university, 
hospital, and utilities. The project agreement was signed in June of 
1957. At that time, what in the way of planning had been done, 
Doctor ? 

Dr. Boynton. Dr. Horning and Dr. Carpenter had been here the 
previous summer and gave a report on medical education in Viet- 
nam—what they felt was needed and what was possible. 

Senator Gore. Were specifications written ¢ 

Dr. Boynton. Not detailed specifications. They thought it feasi- 
ble to have a medical school and thought the country needed one. 
They felt, at the time of the report, it was suflicient to go ahead with 
the plan to develop a medical school. 

Senator Gore. How did they arrive at the figure of $8 million? 

Dr. Boynton. I don’t think the doctors gave a figure at all. In 
writing the project agreement, it was felt the cost would be about 
$2.5 million of U.S. dollars, plus piasters for the medical school and 
later on, a hospital. They proposed a 500-bed teaching hospital as 
part of the medical center. It was proposed in the project proposal 
and in the agreement to build only a medical science building at that 
time and to postpone the 500-bed teaching hospital until the medi- 
cal school was done, but felt it should be developed in the plan at 
the same time, but only commitments for the first phase were made. 
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IMPLEMENTING THE PROJECT AGREEMENT 


Mr. Newnouse. When did the mission begin implementing the 
project agreement ¢ 

Dr. Bornton. The project agreement, signed in 1957, had three 
parts. As far as the one part—to build the building—the only thing 
that has been done is to have an architectural team that has been out 
here—a three-man planning committee was out here. The other part 
was helping develop a faculty. Over all this time we have been find- 
ing participants to go to the States to prepare them for teaching. 

Mr. Newnouse. Teac hing Vietnamese medical instructors? 

Dr. Boynton. To be teachers in this medical school. We feel they 
need an improved faculty as much as a building. 

Mr. Newnouse. What kind of progress have you had? 

Dr. Boynton. Not as much as we would like—a total of nine par- 
ticipants, so far. 

Dr. Puaeexr. Eight. 

Mr. NewHouse. “Trained i in American methods? 

Dr. Boynton. Yes, in American hospitals, at American schools. 

Mr. Newnouse. Isn’t it a fact there are French medical teaching 
facilities in Saigon and will continue to be? 

Dr. Boynton. The majority are French oriented, but the Viet- 
namese professor of obstetrics spent 214 years at Johns Hopkins where 
he picked up some ideas on our methods of teaching. 


SELECTION OF ARCHITECT 


Mr. Newnovuse. How was the architect. selected and when was the 
architect appointed ? 

Dr. Bornron. The ICA/Washington—in the contract office, I be- 
lieve, 164 architectural firms were considered and this was narrowed 
down to a half-dozen and finally one group was chosen—the Medical 
Center Designers—composed of a group of five firms in San Francisco 
was selected by the contract office in Washington. 

Mr. Newuouse. When did they arrive? 

Dr. Boynton. They came here in August of this year, to stay not 
more than 1 month, to learn about the situation here: The archi- 
tects available, building conditions and what we had in mind for the 
school, in order to be ‘prepared to negotiate with the contract office 
to make a definite contract. T hey were here on a letter of agreement. 

Mr. Newnouse. When was the architect selected? When did this 
process of finding an architectural firm begin ? 

Dr. Boynton. About last spring they started getting down to cases 
as to what. architect is going to be chosen. 

Mr. Newnouse. About 2 years after the project agreement was 
signed ? 

Dr. Boynton. Yes, sir. 

Mr. Newnouse. How much did the architectural survey cost ? 

Dr. Boynton. There were three men here for 1 month. 

Dr. Piager. $13,500 plus local costs, which were $1,900. 

Mr. Newnouser. What was the result of this architectural survey ? 
What has been the recommendation ? 

Dr. Boynton. That group went home and wrote their findings and 
gave us figures on what they thought it would cost to build a medical 











350 SITUATION IN VIETNAM 


school and hospital. We wanted them to give separate figures. They 
felt it would be more efficient to build both at the same time. When 
they gave the report as one unit, the total cost was about $21 million 
for the medical school building and a 500-bed teaching hospital and 
because the figure was so high we have now asked them to submit 
another report on just the medical school itself. We feel we just don’t 
have the funds to build a hospital at this time. 

Mr. Newnovse. What sort of contractual arrangements with the 
medical center’s designer are now being negotiated by ICA/Wash- 
ington? I had the impression they had been discharged. That is 
not the case. 

Dr. Boynton. They came on a letter of agreement. We cannot 
follow their report. They will resubmit one sometime soon—by the 
first part of December—another report. Data on just the medical 
school. We're waiting to hear about that. This was done the first 
part of December. 

Mr. Newnovuse. What kind of priority does the Government give 
this project? Is it one of those they are anxious to get going? Maybe 
Mr. McCauley can answer that. 

Mr. McCautey. I think Dr. Boynton can answer. 

Dr. Bornron. Back in 1956, President Ngo dinh Diem himself, 
personally, asked Mr. Barrows, before going back to the States, to 
ask for a complete American medical school to be built and equipped 
and staffed with Americans. He didn’t realize what it would take 
to do that. He made the request roughly at that time. If the Presi- 
dent himself made the request, there must quite a bit of interest in it 
by the Government. 

DELAY ON CHOICE OF SITE 


Mr. Dursrow. May I interject something? 

I don’t remember all the details, but some time ago I talked with 
the Minister of Education as well as people in USOM on this matter. 
There was a lot of delay by Vietnam in picking out a site on which to 
build the hospital teaching facility. Sometimes they were thinking 
about putting it in the north of town, then it was out in the country, 
or out on the new road, then in Cholon. Our doctors know more about 
this than I. 

There was a lot of haggling back and forth where the site should 
be. They tried to tie it in with the National Institute of Administra- 
tion and that was when I personally, I think, first asked the Minister 
of Education myself, personally—asked if they had picked a site. 
“Yes,” he said. 

Then a couple of months later, “We think it will be over there.” 
It would be very difficult, as I understood it, for the architects to 
come over here to find out how much it would cost when they didn’t 
know where it would be built. 

How many months, Doctor, did it take to get that thing done? 


RECRUITMENT OF CHIEF MEDICAL ADVISER 


Dr. Boynron. There was a lot of delay in making the final decision 
about the site. A couple of sites would have been acceptable. If I 
may say something at this time—the biggest delay was that we were 
never able to find adequate people who would come to work for USOM 
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for the planning of this. We needed a chief medical adviser, a 
man who was a dean of a medical school, who had experience in 
medical education, in order to help us decide just what was needed in 
a medical school in Vietnam. 

We have not been able to recruit such a person. I have been here 
for 3 years; all this time ICA Washington has been trying to recruit 
one. We were hoping to get a cap: able man, but each time something 
happened and he was not recruited. We just could not find a com- 
petent man in medical education who would come out and work 2 
years as atechnician for ICA. 

* That delayed us, in my mind, more than any other thing. 

Mr. Dursrow. I remember that quite clearly. 

Dr. Boynron. Washington was never willing, nor are we, to have 
the medical school planned by someone other than a competent person. 

Mr. Newnouse. Was any thought given to giving a French medical 
professor, or medical dean, such a position; or would that not be 
feasible within ICA regulations / 

Dr. Boynton. It has been thought about, but not seriously con- 
sidered. We never felt that we wanted to commit that amount of 
U.S. money to foreign supervision. We needed an American profes- 
sor, preferably a dean of a medical school, with experience and com- 
petence, to decide issues that would have to be decided. 


ESTIMATED COST OF MEDICAL SCIENCE BUILDING 


Mr. Newnovwse. In the original cost estimate, the medical science 
building was to be about $1.5 million. What is the present estimate 
for this ¢ 

Dr. Boynron. Approximately the same. The original cost was 
about $1.5 million, including some of the supplies to go in building. 
There were $800,000 for architectural services, for ‘designing and 
supervision of the medical school building and for designing in ‘detail 
a 500-bed teaching hospital. Total, about 2.5 million U.S. dollars 
plus pilasters ; the total cost, including lama upproximately $4 
million. Our present status is that we have asked the architect to 
submit another report, not to exceed $4 million—the same level as of 
1956. 

Mr. Newnovuse. You spoke before about a delay in finding a site. 
I understand the site finally selected was in Cholon. When was that 
site chosen ? 

Mr. Dursrow. About a year ago, as I recall. They had an exhibit, 
“Progress in Vietnam,” there a year ago, at which time I visited the 
site. 

Dr. Boynton. That was the second time that particular one was 
selected. 

REASONS FOR DELAY OF PROGRESS FOR PROJECT 


Mr. Newnovse. Is it the opinion of the country team that this proj- 
ect has been carried forward with the proper amount of planning and 
dispatch ¢ 

Mr. Durprow. With the proper amount of planning, but not with 
dispatch for various reasons. I forget how many telegrams and per- 
sonal letters were sent to get a medical director, a dean who was the 
right type of person to come here. This delayed the whole project. 











352 SITUATION IN VIETNAM 


Picking the site was another cause of delay. Now we have gotten 
the architects to come out, but there was a long delay in getting them 
here. And the cost. We were shocked to see $21 million on the 
horizon. We never counted on such a high cost estimate. 

Mr. Newnouse. An ICA Washington problem, was it not? They 
picked the architect. 

Mr. Dursrow. I don’t think anybody on the staff knew a medical 
school director who would come out here. Those are recruited in 
Washington. Thearchitects are picked there. 

Mr. Newnovse. The major responsibility for the delay in this proj- 
ect is not here, but in Washington ? 

Mr. Dursrow. I am afraid I have to say that is true, to my 
knowledge. 

Mr. Newnovse. I have no further questions. 


COORDINATION BETWEEN EMBASSY, ICA, AND MAAG 


Senator Gorr. Ambassador Durbrow, one of the questions raised 
by Senator Mansfield, as chairman of the subcommittee, concerned 
coordination. 

This has come up in our hearings repeatedly during the 2 days. As 
a result of your experience in these heari ings would you be willing to 
express and give us the benefit of your advice as to how the fune tions 
of the E mbassy, ICA, and MAAG, could be better coordinated to the 
end of more unity, cooperation, and achievement ? 

Mr. Dursrow. Shortly after I arrived, I issued an office memoran- 
dum to all agency he: ids which I put a copy of this original directive 
in the record when I testified in Washington this summer. At that 
time I did not have with me the November 1957, revision. The No- 
vember one we can put in the record. 

Senator Gore. You will supply this for the record ? 

(The document referred to is as follows :) 


MEMORANDUM 
May 16, 1957 
To: See distribution. 
From: Daniel V. Anderson, Chargé d’Affaires, a.i. 
Subject: Delegation of authority, responsibilities, and coordination. 
Reference: Ambassador’s draft memo of April 80, 1957. 
Enclosure : Ambassador’s memorandum. 

Since the country team has considered the Ambassador's draft memorandun 
and at its meeting on May 14 suggested no amendments, the memorandum is 
herewith issued and will be considered effective on receipt. 

You will note that the additional paragraph quoted in my memorandum to the 
country team on May 11 has been incorporated as paragraph 4. 

DANIEL V. ANDERSON. 

Distribution : 

The Ambassador. 

Chief MAAG (2). 

Director of USOM (2). 

Chief of Economic Section. 
Chief of Political Section. 
Army Attaché. 

Naval Attaché. 

Air Attaché. 

Director of USIS. 

Special Assistant for Liaison. 
Administrative Officer. 
General Services Officer. 
Officer-in-Charge of Consular Section. 
Chief of FBIS. 
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OFFICE MEMORANDUM 
To: See distribution. 
From: Ambassador Durbrow. 
Subject: Delegation of authority, responsibilities, and coordination. 

In order to facilitate the flow of work and provide for full cooperation be- 
tween the Embassy and other U.S. agencies at this post as well as delineate 
various responsibilities, the following guidance is provided. 

To carry out the intent of Executive Order 10575 (see attachment), regarding 
coordination and responsibilities, etc., all U.S. agencies at this post should be 
guided by the procedures set forth below: 

1. Enclosure No. 1 constitutes the delegation of authority to the Embassy 
officers named to sign, on behalf of the chief of mission, telegrams, dispatches, 
and other official correspondence within their spheres of responsibility. 

2. In the exercise of the authority given, it is essential that all officers on 
the attached list assure that all correspondence and communications are fully 
coordinated with all other interested sections of the Embassy and U.S. agencies 
in Saigon. Such coordination should be clearly indicated on file copies. These 
officers shall assure by such coordination and otherwise that the communication 
falls within policy guidance. If there is any question whether a particular 
matter is within policy guidance or might affect or change policy guidance, 
the communication should be referred to higher echelon before dispatch. More- 
over, if the matter is of particular importance from substantive or informa- 
tional point of view, it should be brought to the attention of the deputy chief of 
mission prior to its dispatch. Otherwise, all matters of an important or informa- 
tional nature which are dispatched without reference to the deputy chief of 
mission should be brought to his attention by marking a copy for him. 

3. It shall be the responsibility of the action officer to assure that incoming 
dispatches and instructions are brought to the attention of other interested 
officers. 

4. As the Executive order provides, all agency heads are of course authorized 
to communicate directly with their principals in Washington. However, the 
same rules apply to members of the staff working for other agencies as apply 
to those on the regular State Department roll: viz, they should assure that all 
communications are coordinated before being sent and instructions and infor- 
mation coming to those agencies should be made available to appropriate persons 
in the other agencies and in the Embassy. 

5. The deputy chief of mission shall be the executive officer for overall opera- 
tions at this post and shall be the principal officer to assure coordination between 
all agencies and sections. He shall decide what matters shall be brought to the 
attention of the chief of mission for decision or information. In general, the 
deputy chief of mission shall be kept informed of— 

(a) all matters affecting policy ; or 

(b) matters or information which may affect policy decisions now or later; 
and 

(c) matters of an important general information or substantive nature 
which should be made known to the deputy chief and chief of mission. 

6. Arrangements should be continued to assure that all sections of the Embassy 
and agencies are kept informed before dispatch or otherwise informed after dis- 
patch of all matters which may be of interest to others. 

7. Certain matters of a particularly sensitive nature will be handled on a need- 
to-know basis, in accordance with the decision of the deputy chief or the chief of 
mission. All matters of an eyes-only or need-to-know nature should be brought 
to the attention of the chief of mission, who shall decide which other persons 
should be given the information in question. 

8. While all matters of a sensitive, important, or policy nature should be 
routed through channels to the deputy chief or chief of mission, officers may 
come direct to the deputy chief or chief of mission, if in their judgment the 
matter is particularly urgent, sensitive, or of a personal nature. 

9. Under Executive Order 10575, November 6, 1954, as amended, the chief of 
mission, as the representative of the President, is responsible for foreign policy 
direction to all representatives of U.S. agencies, for the coordination of all activ- 
ities of those agencies and is charged with the responsibility of assuring unified 
development and execution of programs, as well as the resolution of unsolved 
matters, etc. In this connection the Executive order stipulates that the chief 
of mission shall recommend a course of action in regard to unreconciled matters 
which course of action shall be followed unless a representative of an agency 
requests that the matters be referred to Washington for decision. In the latter 
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case no action shall be taken at the country level prior to the resolution of the 
problem from Washington. It should be clearly understood, therefore, that no 
“Official informal” or. private letters or messages should be sent on any substan- 
tive matter without bringing such communication to the attention of appropri- 
ate officers of the mission or the deputy chief of mission, who shall decide 
whether such communication shall be forwarded. While the Executive order 
makes provision for the dispatch of unresolved matters to Washington, every 
effort should be made at the country level to reconcile differences before adopting 
this procedure. 

Under this Executive order the chief of mission shall be furnished documents 
and information on any program upon his request. 

In order again to bring to the attention of all members of the staff the per- 
tinent points of the above referred to Executive order, there is attached a sum- 
mary of part II of the order entitled, “Procedures for Coordination Abroad.” 
All members of the staff are urged to read this summary which should be taken 
as the basic guidance for the delegation of authority, coordination, and re- 
sponsibility. 

Distribution : 

The Aipbassador. 

Chief MAAG (2). 

Director of USOM (2). 

Chief of Economic Section. 
Chief of Political Section. 
Army Attaché. 

Naval Attaché. 

Air Attaché, 

Director of USIS. 

Special Assistant for Liaison. 
Administrative Officer. 
General Services Officer. 
Officer-in-Charge of Consular Section. 
Chief of FBIS. 








SUMMARY OF Part II, EXECUTIVE ORDER 10575 AS AMENDED, ENTITLED 
‘““PRECEDURES FOR COORDINATION ABROAD” * 


Sec. 201. Functions of the chief of the U.S. diplomatic mission: 

I. The chief of mission, as the representative of the President. serves as the 
channel of authority on foreign policy and foreign policy direction to all rep 
resentatives of U.S. agencies. 

II. The chief of mission shall: 

A. Coordinate activities of all representatives of U.S. agencies: 

B. Assume responsibility for assuring unified development and execution of 
programs; 

C. More particularly the chief of mission, with respect to programs and the 
country concerned, shall: 

1. Exercise general direction and leadership. 

2. Assure that recommendations, prospective plans, and actions are effectively 
coordinated and consistent with U.S. policy. 

3. Assure that ifiterpretation and application of all instructions received by 
all agencies are in accord with U.S. policy. 

4. Guide agency representatives to prevent duplication and promote most 
effective and efficient use of personnel. 

5. Keep agency representatives fully informed on U.S. policy. 

6. Prescribe procedures for coordination of activities of all agencies ani 
assure representatives have access to all available information essential to 
their jobs. 

7. Prepare and submit reports on operations and status of programs as may 
be requested by the Secretaries of State, Defense, Directors of USIA and ICA 

8. Recommend the withdrawal of U.S. personnel if he believes it in the interests 
of the United States. 

9. Not delegate any function conferred on him in regard to exercise of di- 
rection, coordination or authority. (This was later amended in Deptrictel 58, 


1 Issued Nov. 6. 1954, amended Aug. 2, 1955, and by Deptcirtel 58, July 24, 1956. 
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July 24, 1956, which reiterates the President’s concern regarding reports of lack 
of cooperation at some posts. This message adds that the provision prohibiting 
delegation of authority should not be interpreted narrowly.) 

Sec. 202. Referral of unresolved matters 

I. Chief of mission shall: 

A. Initiate steps to reconcile any divergent views between U.S. representa- 
tives on programs referred to in section 201; 

B. Recommend a course of action if agreement cannot be reached. Such 
course shall be followed unless agency representative requests referral for de- 
cision to Secretary of State and concerned agency. No action to be taken at 
country level regarding matters submitted to Washington for resolution. 

Sec. 203. Further coordination procedures and relationships 


A. U.S. representatives in country are subject to responsibilities imposed upon 
chief of mission by section 523(b) of the act and by this part; 

B. All representatives of U.S. agencies affected by this part— 

1. Shall have communication with their agencies and other parties as au- 
thorized by their respective agencies. 

2. Shall keep the chief of mission and each other fully informed on all 
matters relating to programs cited in introductory portion of section 201(b) of 
this order. 

3. Shall furnish chief of mission documents and information on said pro- 
grams upon request. 


ENCLOSURE 1 TO AMBASSADOR’S MEMORANDUM ON DELEGATION OF AUTHORITY, 
RESPONSIBILITIES, AND COORDINATION 


Subject: Designation of signing authority within the Embassy 
Political section: Mr. Chapman. 
Economie section : Mr. Haraldson and Mr. Rhodes. 
Consular section : Miss Mitchell. 
Administrative section: Mr. Kendzie (Mr. Tilson when acting as adminis- 
trative officer). 


AUTIHiORITY OF AMBASSADOR 


Mr. Dursrow. It will be included in the record. I will try to out- 
line it for you, Al] Ambassadors of the United States around the 
world have full authority as the principal] representative of the United 
States in the country they are assigned to. This is given under Exece- 
utive Order No. 10575 issued by President Eisenhower. On the basis 
of that, it is made clear that. the Ambassador is responsible for policy, 
for the carrying out of policies, for assuring that the policies of one 
agency do not conflict with those of another, for laying down policy 
directive for U.S. activities in the country in which the Ambassador 
finds himself and for seeing that the various agencies coordinate their 
operations. 

COORDINATION ACROSS THE BOARD 


In this memorandum I stated and tried to make i clear that all 
operations should be coordinated across the board. I did not put it 
in the memorandum per se, but I have arranged that someone from 
the political section of the KE mbassy goes to the | MAAG staff meetings, 
somebody from the political section goes to the USOM staff meetings, 
and the IXmbassy has representatives : at the staff meetings of the other 
agencies which I do not attend myself. MAAG and USOM officers 
attend my country team and regular staff meetings. 

I also deleg: ite a lot of the responsibility to Mr. Elting, the deputy 
chief of mission (DCM). This memorandum makes it clear that after 

a suggestion, telegram, or policy has been brought up in one agency, 
it should be coordinated at lower levels as it comes up the ladder to 
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make sure that all interested parties who should be in on the subject 
are informed and see that the suggestion does not conflict with any 
other plans and operations. Then it comes up to DCM. We work 
very closely, I might say. I was always treated that way myself, I was 
cut in on everythin that my ambassadors were doing when I was 
deputy chief of mission. I had the same clearances as my ambassadors 
and I worked for him as executive chief, and I have tried to organize 
our operation the same way; so if I am out of town my deputy who 
automatically becomes chargé and can carry forward and will know 
all the instructions that I have received and have a very good idea 
what I have in mind. Reverting to our operating procedures, the 
DCM may show an outgoing telegram to me if it’s a matter of im- 
portance. Otherwise, procedures will send it out and I will see it 
later; or if it’s important he brings it to my attention and I will 
initial it myself or ask for more information and try to get it out as 
soon as I can. 

Apart from that process of coming through the mills of various 
agencies here, we have a country team meeting. I have a policy of 
having two country team meetings a week—one on Tuesday usually 
and the other on Friday. One is the larger country team meeting 
with wider representation consisting of the deputy chief of mission, 
the USOM director or one of his deputies, General Williams or one 
of his deputies, the political counselor, the economic counselor, the 
three service attachés, the special assistant and USIS. That is the 
group that meets on Tuesdays, to discuss almost anything that may 
be of importance to the team policy matters, what for instance is hap- 
pening on the medical project, telecommunications, et cetera. Then, 
because of various sensitive matters, I have a country team meeting 
on Friday which is composed of five men. All of these five men have 
the same top clearance I have and, therefore, we can discuss any- 
thing—with nothing to worry about sensitiv ity of classification, 
whether this person “has that clearance, or had access to this or that 
info, et cetera. In those meetings we discuss current affairs, policy 

matters, should we try to do this, or should we try to change our plans 
on this because the situation has changed here. We try to y be forward 
looking on policy matters and take a look at the bros uder picture. It is 
an easier, more workable sort of group because it is smaller. From 
time to time, as I mentioned this morning, we have briefings by 
Johnson, Drake & Piper or Capitol as to what kinds of eee they are 
going to build. We have meetings to discuss the Saigon-Cholon 
waterworks or problems on this particular project and that particular 
project. This, in general, Mr. Senator, is how we try to operate. I 
consider that I have the full responsibility and when things go wrong, 
it is my responsibility. 

Senator Gore. I can tell you from your answer that you are aware 
of the problem and that you are working at it. 


COMMUNICATION WITH VIETNAM GOVERNMENT 


Mr. Durperow. I think I am, Mr. Senator. 

| Deleted. | 

As I mentioned before, General Williams goes to see the President, 
Mr. Gardiner goes to see the President—sometimes alone, sometimes 
two or three of us together. My instructions are that they must write 
a memorandum of conversation immediately so that I w ill know what 
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the President said. The same instructions apply if they talk to Mr. 
Thuan and others. They write a memorandum for my information 
and submit it and usually at the country team meeting, they give me 
an oral fill-in on their last talk with the President, Thuan, and so forth. 

Senator Gore. Are there instructions from Washington—or is there 
a policy from Washington that would discourage direct dealings 
between the chief of MAAG and the heads of state, or the manager 
of USOM and head of state? Is there a policy from Washington 
which would indicate that the Ambassador should be the medium of 
contact of communications with the head of state of a government? 

Mr. Dursrow. I don’t know of any written instruction to that effect. 
That is usually the case, Mr. Senator. When I arrived here in April 
1957, Mr. Barrows had been here a long time, General Williams had 
also been here a long while. President Diem had for some time been 
seeing them individually and also collectively; and so long as the 
General and Mr. Barrows informed me of what was said, I did not 
see fit to just try to be the exclusive link with President Diem. 

[ Deleted. ] 

Does that answer that question, sir? 

Senator Gore. Yes; my question implied no criticism and I did 
not intend any such implication. I seek information on the operation 
of the country team here and the relationship not only between offi- 
cials of our Government but relationships between officials of our 
Government and the Vietnamese Government. 

[ Deleted. ] 

Senator Gore. Do you have any comments, General Williams? 

General Wiiu1aMs. No, sir; but I think we should bear in mind 
that Diem is the Minister of Defense. And I consider that in my 
conversations with the President and when I write memorandums to 
the Ambassador that the President asked me to come to the Palace, 
that I talk to him as Minister of Defense. 

Senator Gore. Well, I am glad that there is a close relationship 
with the President of the country. There is the problem of coordina- 
tion and line of authority which must be constantly borne in mind. I 
will ask you the same question with respect to ICA, Mr. Ambassador. 

Mr. Dursrow. Same answer, sir. Because I don’t know of any 
instances where anything important has gone into Washington that I 
was not aware of. I do not try to see all telegrams going out of here— 
I do not have the time. My assistants look them over—Mr. Gardiner 
and Mr. Barrows and other persons working in USOM have a pretty 
good idea what I am interested in. Many of their telegrams come to 
me before they go out. Others I see later. In this memorandum I 
issued shortly after I arrived, I tried to delegate as much authority 
as possible on the theory that I would just be a bottleneck if I insisted 
upon seeing too much. It depends upon the importance of the matter 
at hand whether I see it or not. 


MILITARY AID TO VIETNAM 


Senator Gors. The next general area that I would like to inquire 
into with respect to country team operations is the military aid which 
we will contribute to Vietnam. General Williams, would you be so 
kind as to tell us the procedure that is followed in this regard ? 


44579—60—pt. 2——9 
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General Witu1ams. Going back to 1955 when I came here, the first 
budget we started working ‘with would be the budget for 1956. The 
Vietnamese milits ary had never prepared a budget up to that time, to 
my knowledge, and I frankly think no other Vietnamese Ministry had 
either. [ Deleted. | 

At that time I had, if I recall correctly, three officers in my Com 
troller’s section. With those three people and other staff officers, we 
asked the Vietnamese to allow our officers to come to the Department 
of Defense and show them how to make a budget, and they readily 
agreed. And we have followed that policy straight through each year 
and the last year—one or two—on a decreasing scale because they have 
learned the procedure of building a budget as we in the American 
Army know how to prepare a budget. [ Deleted. ] 

Senator Gore. You feel then that the Department of State is kept 
currently and fully informed. 

Mr. Dursrow. I am sure they are, sir, and if the coordination of 
Washington breaks down, I haven’t heard that it has. [ Deleted. ] 

General Wruu1aMs. I would say this is not because the Vietnamese 
do not know as much as our people do—I don’t think. Not in that 
respect. We have, since the first time I started working with the 
budget here, an outline of four budgets. And I think it is largely due 
to the country team, up until now at least, and this had happened—I 
have cut that budget $31.6 million in 4 years. 

[ Deleted. 1 

General Lampert. The committee report is almost ready. 

Mr. Newnousr. Mr. Ambassador, my impression, which may be 
inaccurate, is that last year the disagreement on military aid levels 
between the countr y team and MA AG, perhaps between you and Gen- 
eral Williams, was referred to Washington and thrashed out by 
the Departments of Defense and State; that recommendations came 
back from the Department of Defense and State that certain military 
costs be deferred and that the deferral of these expenses brought the 
figure down close to the figure you had been aiming at. [ Deleted. ] 

Mr. Newnovse. [ Deleted. | 

Mr. Ambassador, did the inclusion of section 523 in this year’s 
Mutual Security Act have any effect on your guidance on the country 
team ? 

Mr. Dursrow. I think that is a helpful thing, in my opinion. I am 
not technically qualified to judge on military matters and I natur ally 
have to defer to General Williams and his staff. [Deleted.] 


LONG-RANGE PLANNING IN VIETNAM 


Mr. Newnovuse. Does the country team favor long-range planning 
in Vietnam on the economic side ? 

Mr. Dursrow. Yes, we do. It is almost like saying we are against 
sin. But in a newly developing country it is very difficult to have 
any realistic long-range plan. They are working on it here, when I 
first arrived in Vietnam Mr. Huynh Van Diem, who is director of the 
plan, and a couple of U.N. planning experts who were here before I 
arrived, were trying to work out a 5- -year plan. [ Deleted. ] 

This was their first attempt at it and it didn’t work out well. Mr. 
Vu Van Thai whom we talked with last night 
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Senator Gore. I talked with him last night and found him to be 
very intelligent. I discussed with him the problems of the country. 
[ Deleted. | 

The problems and hazard come from the country depending too 
heavily on revenue derived from import taxes; and I suggested to him 
[deleted] that this might be self-defeating in that as the country built 
up its production in approaching self-sufficiency, it would automat- 
ically and simultaneously reduce the revenue for the Vietnamese Gov- 
ernment. I found the budget Director was fully aware of the situa- 
tion and agreed with me that it was not a healthy state of affairs. He 
outlined plans which he said Vietnam was considering as a start 
toward a solution to this problem. Thanks to your hospitality to me 
and to him I had this opportunity and I thank you for that. 

Mr. Dursrow. He is that kind of fellow. He is one of the most in- 
telligent and a graduate engineer, knows the facts and figures with a 
slide rule. For the Draper Committee, Mr. Dillon Anderson and 
General Collins, who were here last February, he outlined, together 
with the Vice President, a sort of a Vietnam country team group, the 
plans they were making to cut down their needs for imports. Mr. 
Gardiner mentioned to the country team within the last 2 or 3 weeks 
that they are resolved to try to do more realistic planning. In answer 
to your question, Mr. Newhouse, we are trying to encourage them to 
do it, but when you have a split country as you have here you are not 
in full control to see your way ahead. It is not an easy thing to do 
realistic planning. But they are trying to plan taking into consider- 
ation the many imponderables with our suggestions to do the best 
they can. 

Mr. Newnovuse. That is my impression of the country team regard- 
ing long-range planning. If the mission had an economist of the first 
rank in its employment, would it perhaps not take such a bleak view of 
long-range planning? 

Mr. Durrrow. It is hard to make realistic plans here. As I say, 
our thought has been to have them get as realistic plans as they can; 
collect taxes they have on the books already. For instance, 6 or 8 
weeks ago they decided to buy a computer—there are various reasons 
why we would not buy one for them—so they decided to buy one for 
themselves out of their own foreign exchange in order better to collect 
taxes. 

Mr. Newnovuse. My impression is they are waiting for the Ford 
Foundation people who are—— 

General Witi1aMs. Long-range planning to give you their con- 
cept—about 1957 it was, in a conversation with the Minister of De- 
fense, I told him I was going to get the military to start out at least 
with a 5-year plan—that they couldn’t continue from year to year 
without knowing what to do. He said, “If you can get the Depart- 
ment of Defense to start out with a 5-year plan, then possibly the 
other ministries will follow suit.” We do have such a plan in the 
military and in fact have had it for quite some time. So undoubtedly 
the President is in favor of long-range planning. 


WORLD BANK AND FORD FOUNDATION ACTIVITIES 


Mr. Newnousr. Thank you, General. Mr. Ambassador, what is 
your opinion of this Government proposal to bring in some real top- 
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notch economists to be selected by the World Bank and the whole 
thing to be financed by the Ford Foundation ? 

Mr. Dursrow. We are in favor of that. When the Bank people 
were out here between January and April that was the one thing they 
discussed with us. [ Deleted. ] 

Mr. Newnouse. Has the mission ever had at its disposal a real top- 
ranking economist ? 

Mr. Dursrow. We have had some really good ones here, Mr. Smith. 
{ Deleted. | 

The Vietnamese Government has made it clear that it wants to re- 
cruit economists through the World Bank. I understand that it has 
been in contact with the Bank, that it has made many requests and 
that the World Bank was unable to assist them in their overall plan- 
ning. [ Deleted. ] 


PAPERWORK 


Mr. Newnouse. Does excessive paperwork stifle creative thinking 
by the country team? 

Mr. Durprow. It tends to worldwide. I speak for the tops of the 
country team who have to work on days off, that is, Saturdays, Sun- 
days, etc., and we have quite a time pushing the paper. 

Mr. Newuouse. This apparently is true all over the world. The 
question is what can be done about it, if anything ? 

Mr. Dursrow. I try to get as many oral briefings as I can from staff 
members who also underline pertinent facts in documents I have to 
read. I ask the staff to mark the “meat” of the dispatches for me. 
But in striving to look ahead we try to work things out in our country 
team meetings. 

DEEP FREEZERS 


Senator Gore. I wish now to advert to the question on which some 

ey was made yesterday, the eight deep freezers. 

have asked the executive officer to supply the actual records and 
it is my view that it is fairest to let the records speak. I have per- 
sonally reviewed the files to ascertain the facts, but I have returned 
the files. Now we shall ask questions. 

What is the first mention of record of a recommendation or request 
for eight deep freezers? 

Mr. Taytor. William C. Taylor. I was in charge of purchasing the 
freezers. The first record is a memorandum addressed to me dated 
March 12, 1958, from Mr. Randall V. Frakes, acting chief, field 
service. 

Senator Gore. This contains the equipment that had been requested 
of him for the field service offices. Is that correct ? 

Mr. Taytor. Yes, sir. 

Senator Gore. According to records before me, it is a USOM clear- 
ance and approval signed by Arthur Z. Gardiner, Acting Director of 
USOM, date of April 1, 1958. 

Mr. Taytor. The document which you refer to signed by Mr. 
Gardiner had in it a commodity element of $431,730, of which this 
item later developed to be a part. That figure arrived at is an esti- 
mate of what would be required. 

Senator Gore. I notice a project proposal and approval summary 
which lists as starting date July 1, 1987, and June 30, 1958, as esti- 


mated completion date. I don’t understand the significance of the 
completion date of June 30, 1958. 








SITUATION IN VIETNAM 361 


Mr. Taytor. In this particular instance no project implementation 
order and these funds were earmarked for purchase of these commodi- 
ties. It is an administrative reservation whereby we are required to 
make contractual obligations before June 30, 1958; in other words 
during the current fiscal year. 

Senator Gore. What is the date of letter to Brownell & Lane refer- 
ring to Purchase Order Vietnam-189 ? 

Mr. Taytor. I[haveit here. Dated June 25, 1958. 

Senator Gore. Is it signed by you? 

Mr. Taytor. Yes, sir. 

Senator Gore. What is the date of the invoice from Brownell & 
Lane of New York ? 

Mr. Taytor. The date of that invoice is August 4, 1958. 

Senator Gorr. Payment was authorized on what date ! 

Mr. Taytor. On September 12, 1958. 
Senator Gore. And that is Purchase Order VN-189? 
Mr. Taytor. Yes. 

Senator Gore. Allotment No. 828—50-430-03-69-93 ¢ 

Mr. Taytor. Yes, sir. 

Senator Gore. What is the date of the bill of lading? 
Mr. Taytor. July 31, 1958. 

Senator Gore. Shipped aboard what ship? 

Mr. Taytor. The President Coolidge. 

Senator Gore. What is the date of arrival of the eight deep freezers 
in Saigon ? 

Mr. Hopxtns. September 24, 1958, they were in the warehouse. 


DISPOSITION OF DEEP FREEZERS 


Senator Gore. When were the two deep freezers moved out of the 
warehouse into the house of the Director, Gardiner ? 

Mr. Horxins. September 29, 1958. 

This statement requires clarification. Mr. Gardiner was not Direc- 
tor of USOM in September 1958. His appointment was not made to 
this post until November 30, 1958, when he was promoted from the 
Deputy Directorship. He did not move to the Director’s residence 
where the two freezers had been installed until January 1959. At no 
time did he take any action to remove, install or affect the number of 
freezers in the Director’s residence. Actually the two freezers totaling 
17.8 cubic feet capacity mentioned in the testimony were used as 
replacements for a 20-foot freezer which was taken from the Director’s 
residence and shipped to Laos. (No. 9 on the table referred to, 
which is as follows:) 


Date in In slip Date out Outsli p Destination 








warehouse No. warehouse No. 
1. Westinghouse............. Sept. 24, 1958 2047 | Sept. 29, 1958 3653 | 19 Lanzarotte, director. 
 WORIAIONING.. | oo coccnceclcece« ie canaue SOT lance i las exe 3653 Do. 
3. Westinghouse. ...........]...-- aes TEE fo datdnatwnmansata tosis Warehouse 
4, WStiRROUSS. 20. ccncccncleass- ee SEE Bevesanrewimaniemes ae Do. 
ey I do.......| 2047 | Oct. 22, 1959 5414 | Health and Sanitation. 
Oy  WrOee nc ckecens We eae 2047 | Nov. 25, 1958 3916 | Photo lab. 
7. Westinghouse. --..........]_.._- honda 2047 | Oct. 24, 1958 3764 | Snack bar. 
i WHRIEMOUSS.. nn ncanceselceces do_......| 2047 | Dec. 11, 1958 4036 | USOM Laos. 
ii rates asec heatebeiususcunicetn on. hence Dec. 12, 1958 4038 Do. 





1 July 1957, Bangkok. 
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Senator Gore. When were the remaining six refrigerators removed 
from the warehouse ? 

Mr. Horxtns. Two have never been removed—No. 3 and No. 4. No. 
5, October 22, 1959. That was for use of the Health and Sanitation 
for a nutritional team. No. 6, November 25, 1958, to the photo lab, 
USOM. No. 7, October 24, 1958, to USOM snack bar. Ko. 8, De- 
cember 11, 1958, USOM Laos. No.9to USOM Laos. 

Senator Gore. This No. 9 is not a part of the shipment of eight? 

Mr. Horxins. No, sir. 

Senator Gore. We will include this table at this point in the record. 
This is the table that you have compiled at my request. Since yes- 
terday, Mr. Hopkins, when you suggested that the use of these two 
deep freezers might be authorized by Regulation subsection C, I have 
requested that this matter be reviewed. Will you read that subsection 
C in its entirety ? 

(The material referred to appears elsewhere in the record.) 


TOTAL HOUSEHOLD EFFECTS IN USOM DIRECTOR HOME 


Senator Gore. I requested information with respect to the total ex- 
penditures and purchase of household furniture and fixtures now in 
the residence of and possession of Mr. Gardiner. Will you relate the 
record which has been furnished by the Property Management Office ? 

Mr. Horxins. The total cost amounts to Vietnam 406,696 converted 
at the rate of 70 equals $5,809,66. 

Senator Gorg. Is that customary ? 

Mr. Horxins. I don’t know the state of some of the items in the 
house, whether they need replacing or not. 

Senator Gore. In order that the full record appear, I requested that 
an itemized listing be made. I understand that it is being typed now. 
Would you insert that in the record at this point ? 

(The document referred to follows :) 

DECEMBER 8, 1959. 
Mr. H. B. Hopkins, Executive Oficer. 


M. R. LENotr, Property Management O ficer. 
Mission Director’s Residence: 

The total costs of all the nonexpendable household furniture and fixtures 
presently in the mission director’s residence amounts to VN406,696 divided by 
70 equals U.S.$5,809.66. 

In those cases where cost data was not available the cost of replacement was 
used. 
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The undersigned acknowledges receipt of the items of property described 


below, and understands that he is financially responsible for the 


item k 
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1! 
1 Gift. 


yst or damaged. 


Description 


LIVING ROOM 


Sofa, wooden, 3-sectional__._-_-._.-.--- Spin etna as oleae Ss ; 
Armchairs, wooden, upholstered_ Fe daiwa eae 
Table, coffee, iron : get a 
Table, coffee, wooden (rectangular) 

Table, coffee, wooden (square) 

Piano, wooden (Brinsmead upright) with stool (very old) 
Tables, end, iron, round ; ; sete 
Table, dining, wooden, with 3 extensions ce oe 3 
Chairs, wooden, setback, upholstered 

Table, console, wooden against wall on entering 

Table, end, wooden, oriental 

Buffets, wooden, large 

Lamps, table, porcelain with shades (1 large) - - : 
Candleholders, porcelain (Bien-hoa)!_ ; 
Candlesticks, brass ! ae ae 

Plates, porcelain (Bien-hoa)!__.........---------- ae 
Lamps, hurricane ! aoa eee a 
Flower vase, green (Bien- hoa)! nce 
Ceiling fans E : ak ae 28 eee 
Pieces of pictures on silk !____ eae ee ee 
Bookcase, wooden 

Chest of drawers, w ooden, oriental Chinese __ pacts 
Coffee table, blond finish, curved legs ; woe 
Small table 

Rattan setback chairs plaited seat 
Rattan 5-panel screen, in 2 sections 
Floor lamp, square shade 

Small floor lamps, with shades 
Bottled-shaped lamp, with shade 

Hat lamp on wrought iron legs 

Rattan sofa : 
Small desk, Banglang wood, 1- drawer 
Rattan, square, end tables__......----- 
Wooden lamp I cis ces screed us Sartor pt rene manna res a as aaa eenaeiananentae 
Wrought iron table, lamp with conical shade 
a On nn UI WOOD cs cance seein especie mi eteeinesemaewane acieeeieietamsaaiiete 
Buffet, consisting of 2 elements 


Folding tables_..__...-.- raidarnabdeaieeme ae masa aa Le | 
De GUI 2h, oc ncniesaneaacaccescasonondaaswwaeued semeondaliet aemaie 


PORCH 

L amps, floor, rattan_ _._- 
lables, end, with glass top, square_____ 
Armchairs, rattan, with 2 cushions each 
Sofa, rattan, with 8 cushions (4-sectional) _ . 
NINE cs oa 2 acu alpen ainda aiaiGialeeie ameenes amet meetin ial ooiesa'alaloiaaiaieiel 
Rees <<< 1 3c Sub a awaid oak DAR eee ob Ghee nae 
WV OO GN ob cwcctcocesoos 


TERRACE (UNCOVERED) 


Tables, end, rattan, small round______- 
Tables, end, iron, round. cidoibahitaitasaimaipiacahab a cieaak alata clean teat take eae 
Settee, iron with 6 cushions_____- . 
Armchairs, iron, with 2 cushions es ach __ 
Tables, coffee, with glass top... 
Table, luncheon, iron, with glass top... 
Cmeivs, OR Straient DOOK <5 oo. 65 on ncccesacescenue 

Armchairs, rattan, with 1 cushion e: ach, setback qd in upsté xirs bedroom)... 
Table, serving, rattan, glass top......-- scasetaietaeete adesnaee ie tihaleac athena 
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400 
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500 
, 000 
500 
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, 000 
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000 
000 
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800 


Po Poe 


1, 200 
, 200 
3, 000 
4, 000 
2, 000 
1, 000 
2, 000 
3, 000 
1, 000 


_ 








364 


Quan- 
tity 


Ce bot a nd at et eek pet eet pet 


eee 


i ee RD 


we wd dS Nee eee 


eet ee 





SITUATION IN VIETNAM 


Personal issue receipt, nonexpendable property—Continued 


Description r : 
U.S. 
dollars 


PANTRY 
Cupboard, wooden, 2-door, with glass door (built in) -_..........--..------}------- +. 
Shelf, double, wooden (built in) PLE LLL TT, A LT: TIPE 


Metal kitchen Seve (ieeme ANG) (WULly PR)Q 8. nos scene cen ese DR maga hb asieotng manta 
General Electric refrigerator (Serial No. OP634098)_...__- é calintistetnadbttaaatee 
i ia reel ‘cok dia slnaincinn cos asicasiatiis gle ietiaiat 
nn 1.1 oe naan eae nUeOEReDaneCabueneweannedyanbhawwe : ~~” $85. 00 


I 2) 30 336s). ni baabeeeneseasdbewnntadnebubwoulobuuccedne 
Top, table, luncheon, wooden, nS cia aneibanen plac waenien 
Table, ironing, wooumn:.........<. cack beuetwen iaiemis eeraeen autos 


Board, ironing, wooden. icici 
Iron, electric, make Thermor....-__- ee ae I 8 ne ee ee a 


FREEZER ROOM 
Table, wooden, 2-tray._...__. ad 
W eee deep freezer (Se rial No. WU 603108) (Ser rial No. 603097 ) model 








FIED. cccccus main tect adbbwaodwaed seein 380. 00 
ena re frigerator (Serial No. 821308) __. a ae ee eet ie ee eS 112. 00 
SERVANT’S QUARTER 
I ila es sheeple oman ahecaneen 
n.d anna panneubicnsnhenedseshmetmeendcteleaseedona’ 
Table, wooden (storeroom).........-.  ciktsbabmanthekiatdd takai nenbeiiannantaeie ncaa «dl 
I aa a a a a dons WG cad cg ins plat cs ea elle baal ab detec Aeae ented eaten aen ata a 
LAUNDRY 
i i ee er a ales inte oikeke ecpe slaia heli asepiambseeoceken oem deteekeatirrne™ 
Machine, washing, make Hotpoint model 33L.WP71 (Serial No. 4275892)... 75. 00 
Water pump with automatic switch. ..........................-... ninastateletuaniade 
KITCHEN 
Table, kitchen, wooden... 
Cabinet, screened_- 
Porcelain sink (part of residence) (built in) it . 
Stove, Triplex. _. 165. 00 
Stove Royal_-_. i . 69. 95 
SMALL STUDY 
Lamp, table, brass__. as a 
Desk, wooden, 2-drawer _ _. : +s oueoas 
Filing cabinet, 4-drawer (A.5.1.200)-._. malta : 75. 00 
DRESSING ROOM 
Dresser, 4-drawer . .-- Secunia nde 
BEDROOM NO. 1 
Ceiling fan... J f ae 
Table, bedside, 2-drawer_ ; : an 
York air conditioner (Serial No. 153173) .. : 117.00 
Chest of drawers, 5-drawer, with wall mirror...................--.-- 
Wardrobe, 3-door, with 3 storage compartments_-_.....__-_-_-- 
Bed, single, wooden, with 2 drawers each..................-- 
Baucerones, Mem FADE. ..............-......... 
Bedspreads, cotton _ sé hic Seieaeedeniciieg cera . 
Pillows (1 rubber, 1 cotton) _- ali tal de liesickaid ce dudes ad 
Nets, mosquito, single, to be used in the servants’ "quarters . 
Box springs_. ainaae ai are wiadidetdeanit taki 
BATHROOM NO. 1 
Stool, wooden- aerate ; ae Sees .. 
Water heater, SSNS SST Aa IS Sa ka ou 85. 00 
i <1. oteni 40.4 ese we eencaieseannealnaweanctanere a 
Iron bathtub, a  ecnmwnains 100. 00 


Value 
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3, 000 
1, 400 
8, 330 
1, 800 
3, 000 


8, 000 


800 
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Personal issue receipt, nonexpendable property—Continued 


Description 


REDROOM NO, 2 


Table, dressing, 3 long mirrors with upholstered stool 
Armchairs, rattan, with cushions 
Sofa, rattan, with cushions.___- 

Chair, straight back..........-_- 


Pe REINS 3 os. oar 23:d., cco sind Min dh neal Ma a caine 
Bookshelves. . _- soipablose Iiciamne'y <dovkdodiige ces! @ Sediments ddeeibad ape ae 
Desk, 7-drawer- --__._- ae 2 at eee 
UNNELA. Ot ehin detuned wdieetcn ceddabsibh dannkcdothbhete at aes 


Ceiling fan. 
Wardrobe, 3-door_- i 
Dresser, 4-drawer with wall mirror and 1 (brown) in hall_. 
Chair, wooden, straightback, upholstered __ 
Pillows with slipcovers... 


REDROOM NO. 3 


Bed, single, wooden, with foam rubber mattresses _ - 
Bedspreads, cotton ehenille, blue___..........-.--- 
Pillows, cotton__....._- 
Cabinet, ee 

York air conditioner (serial No. G-153164) .- 
Dresser, 4-drawer, with wail mirror _. 
Bookshelf, wooden __ 
Bookshelv es, wooden (small). 
Armchairs, rattan, with cushions 
Stool, foot, rattan, with cushion 
Ceiling fan 
Wardrobe, 3-door 
Box springs 


BEDROOM NO. 4 


“York” air-conditioner, serial No. G-153192 
Table, bedside, 1-drawer 


Armchair rattan, with cushions 
Bookshelf, wooden (small) 
Wardrobe, 3-door, with 3 storage compartments 
Dresser, 4-drawer 


Pair of cotton chenille beige (bedspread) 


Chair, wooden, straight back, upholstered 
Ceiling fan 


2 VN$406,696-+70= US$5,809; VN$406,696+72= US$5,648. 
Notg.—Checked on Dee. 8, 1959. 


OT Ee Rae en 


Bed, single, wooden with rubber foam mattresses_.........-.-- 


rh-saeowersieery aera 


Foam rubber ML ee A eo gee 
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(Supplemental statement by ICA regarding freezers in the USOM 
director’s residence in Saigon, and supplemental statement by Senator 
Gore, are as follows :) 


FREEZERS IN THE USOM DrrectTor’s RESIDENCE IN SAIGON 


The USOM director in Saigon, as at many other posts, is provided Government- 
owned, or leased, furnished quarters. The residence used by the USOM di- 
rector was acquired and initially furnished when the first special technical and 
economic mission to the Associated States of Indochina was established in Saigon 
in 1950, and it has been used as a director’s residence almost continuously since 
that time. 

Facilities for the storage of froozen food are a part of the furnishings of the 
director’s residence. The director’s residence is used for representational func- 
tions and frequently to house official visitors. The exigencies of this situation 
render it extremely desirable for the director’s residence to keep a stock of 
food on hand, as the director may be called upon, on short notice, to entertain 
an unexpectedly large group of people. Such a stock of food cannot be kept 
safely in a tropical climate—such as Saigon’s—unless under refrigeration. 

USOM records show that a deep freezer of 20 cubic foot capacity was received 
for the USOM director’s residence on July 9, 1957. It cost $594.66, excluding 
packing and shipping charges. This replaced an older machine which had 
been acquired secondhand in the summer of 1953 and which was no longer 
operating efficiently. 

The eight deep-freeze cabinets now in question were ordered for the field serv- 
ices division; but, by the time they arrived in Saigon on September 24, 1958, 
decision had been made to eliminate the field services division. Therefore, the 
deep freezers were no longer required for the purpose for which they were 
originally purchased. 

These freezers had a capacity of 8.9 cubie feet each and cost $190, exclusive 
of packing and shipping charges. Two of these deep freezers were placed in 
the director’s residence on September 29, 1958, replacing the freezer purchased 
in 1957 with a 20 cubic foot capacity. This exchange was made because the 
larger freezer had developed operating difficulties requiring repairs which 
could not be made without emptying the box and taking it to a repair shop. 
Instead of returning the 20-foot freezer to the director’s residence after its 
repair, the USOM (in response to a request from USOM/Laos) transferred the 
freezer to the Laos mission. 

ICA Manual Order 552.1-III-C authorized USOM directors to purchase appro- 
priate furnishings for their residences so long as the total expenditure did not 
exceed $6,000—a limit which was not exceeded either by the purchase or by the 
exchange of equipment in question. (On September 12, 1958, by ICATO Circular 
A-76, the limitation on the amount which mission directors might spend on 
furnishings without prior Washington approval was increased to $10,000, on 
the basis of a worldwide study of furnishings found to be reasonable and neces- 
sary for the requirements of mission directors. This study includes as a basic 
item of furnishings a deep freezer. ) 

The transfer of the two 8.9 cubic-foot deep freezers from the discontinued 
field services project to the mission director’s residence was thus effected before 
the present mission director, Arthur Z. Gardiner, assumed responsibility for the 
directorship of the mission. The shift was made with the approval of the mis- 
sion director then in charge in the interest of making the most effective use of 
equipment available to the USOM. At no time has Mr. Gardiner taken any 
action whatsoever to increase, diminish, or otherwise affect the number of 
deep-freeze units in the director’s residence. This number remains at two, where 
he found it on assuming the duties of director on November 30, 1958. He be- 
lieves that the freezers are needed to enable him to discharge his represen- 
tational duties. These units, originally bought with technical support [pro- 
gram] funds, are not charged to administrative funds. 


SUPPLEMENTAL STATEMENT BY SENATOR GORE 


From the above supplemental statement, it appears clear that no 
regulation was violated in the diversion of the deep freezers from the 
purposes for which their purchase was authorized to other purposes 








SITUATION IN VIETNAM 367 


within Vietnam USOM. No question of moral turpitude or wrong- 
doing, therefore, by Mr. Gardiner, USOM director, or anyone else 
so far as I know, is involved. If the exploration of this question occa- 
sioned any such interpretation or embarrassment, I am sorry. 

This instance does serve to illustrate the opportunity for question- 
able latitude in the diversion and disposition of such Government 
property. Indeed, it would appear clear from the statements of the 
State Department that all eight deep freezers involved could have 
been transferred to the residence of the director, or, for that matter, 
these eight and a dozen more, without violation of any regulation or, 
indeed, without any knowledge or record thereof in the Washington 
office. Perhaps the Director of the ICA would want to give considera- 
tion to this. 


AMBASSADOR DURBROW’S CLOSING STATEMENT 


Mr. Dursrow. Mr. Gore, Mr. McGee, Mr. Newhouse, on behalf of 
the country team may I say a few words. I think I can say that all 
of you—not only you, Senator Gore and Senator McGee, but Senator 
Hickenlooper, Mr. Marcy, and Mr. Valeo, have in your questions and 
your hearings been most fair in every sense of the word. You have 
done your homework the hard way, as you have said. I don’t know 
the details of all of them myself, but as you mentioned, and as I con- 
curred just before lunch, I think some of the things like audits and 
imports in bonded warehouses which you have gone into thoroughly 
will be helpful to us as well. We want to thank you all for your 
fairness, kindness, and consideration. 


SENATOR GORE’S CLOSING STATEMENT 


Senator Gore. There are two matters which we would like to discuss 
with you, Mr. Ambassador, and the MAAG officers. Gentlemen, with 
the exception of the two matters which we wish to discuss with those 
entitled to secret information, this concludes our hearings; but, before 
going into the executive session, I wish to thank each of you for your 
cooperation. No information which we have requested has been de- 
nied us. Records which we have sought have been supplied. Our 
handicap has been in not knowing many questions that should have 
been asked. We would have been helped greatly if we had had the 
benefit of the evaluation report which has been made with respect to 
the operation here in Vietnam. President Eisenhower, in exercising 
what I think was his constitutional right, has denied access to this 
evaluation report to the Senate committee. While I do not question 
his constitutional right, I do question that propriety and judgment 
in exercising the right to the point of denial in this case. Senator 
McGee and I and the committee staff have come here. We are neither 
accountants nor engineers nor are we experienced except from the 
legislative standpoint in this very important and delicate field. 
Therefore, our work has been labor. We cannot claim to have done 
a thorough job, but to the extent of our capacity and time, we have 
undertaken it seriously. 

I wish to say to you, gentlemen, that I am aware of the sensitivity 
of this location, of the strategic importance of this country. I am 
aware, to put in bluntly, that this is the frontline and that you gentle- 
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men are performing a delicate, important, and sensitive task for your 
country. I have seen many things here which I have applauded. If 
this hearing has seemed to pinpoint criticism of the program, you 
must be aware that that is in the nature of an investigation. The 
good points require no investigation. In many respects, in my view, 
you have done an excellent job. I think that the overall impression 
of the hearing, particularly yesterday, will reveal a loose and some- 
what uncoordinated operation here. 

I am very pleased to note the strenuous effort on the part of the 
Ambassador, MAAG, and ICA to remedy that situation, and it is 
my view that the procedures which you have undertaken will bring 
about improvement. Isurely hope so. The most serious thing, in my 
view, which will be brought to public light as a result of this hearing 
is the refusal of the Vietnamese Government to permit an audit of the 
counterpart account or an audit of end-use commodities and examina- 
tion of bonded warehouses. There are other matters; there are 
matters which I regard as irregularities. You know my views as 
regards the automobiles, and the deep freezers. 

In conclusion, I want again to express appreciation for the hos- 
pitality and cooperation which you have shown. 


FURTHER SUPPLEMENTAL STATEMENT BY SENATOR GORE 


Senator Gore. Since returning to Washington, I have had an oppor- 
tunity to study the edited version of the evaluation report on the aid 
program in Vietnam which President Eisenhower has supplied to the 
Committee on Foreign Relations. 

I find it very helpful and, in form, entirely satisfactory, and I com- 
mend the President upon this cooperation. My only remaining res- 
ervation regarding this evaluation report pertains to its continued 
“secret” status. 


SENATOR M’GEE’S CLOSING STATEMENT 


Senator McGee. I echo your sentiments as to what the program 
has achieved out here, and while I share your misgivings over the 
reluctance of the Vietnamese Government to permit an audit of cus- 
toms duties, I think I place a little higher above that the thing that im- 
pressed me most, which is the need for the tightening up of the pro- 

ram in Washington. Again and again, as we have gone through 
these exchanges, we have come up against the fact that the ultimate 
road leads back to Washington—whether it is leadership, whether it is 
making regulation changes in the regulations, or whatever it may be, 
there is going to have to be a clear and, I hope a wise look at the top. 
This isn’t the only place where this has come to light. This has been 
one of the most important things that I have learned. 

Whether it is possible to do anything about it, I don’t know. We 
have been stressing here the importance of the country team opera- 
tion and I think in view of our concern over this whole worldwide 
program, the country team improvement might well start at home. 
We might expect a little bit more team cooperation in Washington 
and I think the President made a real mistake in not making available 
the ICA report so that all our efforts, interests, and concerns might 
have benefited by the best available study and information. 
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I personally have found what I have seen here of the country and 
people, forgetting Americans for the moment and thinking of Viet- 
namese, a far more exicting example of the consequences of our as- 
sistance than almost any where else I know. When you consider 
where they started from—no framework left by the colonial powers 
in which they could operate after many years of war and the continu- 
ing threat of the renewal of w ar, all this as recently as 4 or 5 years 
ago—and then measure the obvious achievements to date, I think it 
is one of the most wholesome examples of our efforts to try to help 
people to help themselves and to achieve many important g goals—the 
security one which concerns us all in every country around the world 
and the economic-social goal, which is one of helping people lead 
better, more promising lives. And I think both of these necessary 
and laudable goals are revealed here in very meaningful terms. 

I am going “to propose in a paper I have to submit to a group in 
New York in January that we in America make Vietnam a target of 
our exchange program. We bring thousands of people to the U Jnited 
States to see how we do things. I have long thought we might make 
this more meaningful if we ‘could bring thousands of our people to 
other parts of the world where they could understand what had been 
done in collaboration with others. I think we could make good use of 
this as a showcase for the American program. 

With all of the things that have been disturbing us, we have not 
lost sight of the ball. I think we must keep our eyes above the house- 
cleaning, dirty-linen sort of thing and we must continuously keep 
at what is important, and remember what has been achieved. 

This has been the most rewarding experience I have had anywhere 
around the world. 

(Whereupon, at 4:30 p.m., the hearing was concluded. ) 


x 





